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Xo. lor, of liKii. 


To 


His lIic.nxKSR Mahau.via 

\i AOL SI ! Pv KE K lUSI I XAKU M A VS\ MI.T I , 

.MaHAK.I.IA or pHAVNAOAr. 


S KC I'. 1 rr A It 1 AT, P H A V .S' AO Alt, 
Dnifil *2!{r«/ A-jiril 11134. 


Torn Hionxirss, 

T Imvo Uu! honour to submit iicrowlth Iho Pepori of the 
Pcvcmie TJcpurltmmt on tho results of the Scluuue of Debt. 
Pedemplion of tlio Kheduts of the iSfuie, to wjiicli I have 
attached a sliort hlAplanatory Xote which will speak for itself. 

Mainly tlu; sureess of the .scheme is due to Your Highness’ 
solicitude for the welfare of your people. 

J liave llie honour to remain, 

Your Highne.s.s’ most, obedient .servant, 

P. D. ?A'J:TAX!. 

President, 

Bhcmimjar Shde Council. 



No. 22 o{ 19n4. 


PlIOM 


NATVAllLAL MANKKLAL SUHATI, 

B.A., J.L.Pk, 

IIkVENUK CoNEM 1.SSIANE15, 

JijtAV-VAOAK State. 


To 


SiE PKABHA8IIANKEI? I). PATTAXP 

Iv.O.r.E., 

f’iu:sioj:.vT, State Coi-keie, 

I’.havxaoae. 


Bhavxaoae. :n.i7 March inSi, 


Sin, 

Jt- is now more tlusn four years sincf? the Aorieultural Debt 
Kedemjitioii Scheme was first iipplied to Lilia .Mabnl, niul I am 
nov; ba})|)y and tliaukful to Ih^ able to .say tbat this bold ex- 
periment mainly initiated and earned on under your direction 
luis lajcn brotiglit to a .sueeessfid tormination and all jiarts of 
the Stativ have berm brought under th<! operations of the 
scheme. 

Further I liave uiuler your iustructiuii prejiared a rejKU't , 
which, besides, bciug a re.sume of tbo jueceding invest igatious 
and findings of the Ibiavnagav Kiiedut .Debt Inquiry Committee, 
also gives in a brici' com])ass an account, of the o] 3 crations of 
the. Redemption tSebeme adopted ns a result of tbo Committee’s 
recommendations. I now l)eg to send berewitli tlie said report 
Avitb a request for its rc.spectful submission to Ilis Higlmo.ss 
the Jlftliaraja Salieb in due course. 
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It may not ]>c here out of place to recall how. while the 
Scheme was being slowly cxtcmlcd. those in charge of its work- 
ing had their inoineuts of doubts and misgivings about their 
being ever able to complete the work undertaken . and in a 
letter I vTotc to you in October 1932. while you were in England 
in connection with tlic .second Eonnd Table Conference, I 
ventm'ed to express my.self thus ; — 


I cannot say, Sir. how you always feel about it. 

I brow that if you have embarked upon tbi.s big 
enterprise of the wholesale redemption of the Bhavnagar 
peasantry, you have done .so after due deliberation and 
in full conviction of the righteon-sness of such \i course 
and habiig done so I Iniow that you are not one, who would 
waver or lightly tuni back. But if I may make a personal 
confession. T must say that the magnitude of the 
undertaking, the contumacy of a section of the Kheduts 
hkc those one meets with in Lilia iMahal. the bitter and 
rmcompromising opposition of a miirority of Sowcars 
and the critici.sni — mostly uninformed — of friends and 
colleagues who ought to laiow better, all these at times 
induce a feeling of nervonsne.ss. giving rise to subconscious 
doubts and misgir-ings. So when I come across such bews 
and opinions as are now contained in the enclosed cutting, 
the}' have on me a most reassuring eficct ; for they hear 
independent testimony to the soundness and wisdom of 
the action taken by us.” The newspaper cutting referred 
to, yon perhaps may remember, contauied a report of a 
lecture delivered before the Calcutta XJniversit}' Institute 
by Mr. Ealiniranjan Sarkar, President of the Bengal 
National Chamber of Commerce and also a member of the 
Government Banking Inquir}- Committee- The whole 
lecture was a most powerful plea for urgent action 
bemg taken for redemption of the indebted Indian 
peasantry. 



Ill reply to my above letter, you sent a cbaracteristic 
reply from London from wliicli I make no apologies for quoting 
tbe follovidng more pertinent passages in full : — 

“ I am not surprised at your nervousness in tbe 
midst of tbe opposition to tbe new experiment, I am 
trying in Bbavnagar. But after years of experience, I 
am convinced that if States and British India are to go 
, quietly and peacefully tlirougb days of depression and 
financial stiingency, as also tbrougb tbe disturbing days 
of rismg agitation, tbe metbod that we bave adopted 
at Bba^magar is tbe only metbod for maldng a safe port. 
If tbe IClieduts are contumacious, it is because of tbeir 
ignorance ; if tbe Sowcars are uncompromising oppo- 
sitionists, it is because of tbeir selfisbncss ; if uninformed 
friends wbo ought to Imow better, criticise tbe good work 
that we bave taken in band, it can onl)^ be because tbeir 
friendsliip may be of a character, wliicb camiot be called 
a true friendship. All eyes are on us. On our success 
depends the future fate of India. Small though tbe State 
is, and insignificant therefore tbe enteiqirise in one corner 
of that huge continent, — ^it has tbe seeds, wliicb if they 
sprout into plant, mil open many eyes, and many well- 
intentioned rulers and officers will welcome tbe experiment 
and imitate it. I shall not be sony even for tbe failure, 
for it would be afailure inagood cause. But I am not afraid 
that we sboidd fail, for ignorance and selfishness and 
unfriendliness of others should only girdle up our groins 
and give us greater courage towards success. I depend 
upon you as tbe Bevenue Commissioner. I depend upon 
my Vabivatdars as your loyal subordinates, and if you, 
tbe small batch of officers only enter my heart and give 
your life to me in this connection, I bave no doubt about 
it that tbe forces of opposition must succumb and that tbe 
sun of success must rise giving warmth to tbe depressed 
■ and afflicted peasantry, and when they see tbe light they 
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Avili make us. ali strcmg awl slr< nt'nuTied. (t>r, I am ahvay.-* 
reniiurk'd ikat it isllip pta^attirv {kul !i Ike Stale aiul the 
lulcr whu 3s tlie ktlwr of tlw ]H-a>..nts. You valhememVer 
(lokYmith'.sfolUrvingf OJipk'tsmtk'-'' Dr > ril'd 1 d’nqf' ; 

“ PiiiiO'S .mil Tjords may fiuuiisL or jjiuy fail*’ ; 

A v.sird c.Ui m.ar tla'in as .a wfiicl 3i uk mail'’ ; 

But a Imlil pcu.autry, then (outitiy's ])ri(lc ; 

Y'hcn <,w I (loUroy- 1, van riwer k<' sut^iiVu d.” 

‘‘ T.Aial! not write mme. I mdy wiite tlii.s t^> du ounigr* you 
?o that vou mav not Une koart. ;uui if tlii' Jlcvemn- Dr-j) srtiwuit, 
wliicli i'' mv hand.. Ins- lasirr wliere would T be ^ For our man 
cannot icaili the wltolo diUivafiiu' 

Aiul if to-duy. after a of four vear^. this unique ex- 

periment lias br-'u Imouglit to a swees-ful termination, the 
result has been mo4l}' due to yom evi-r biigbl niul unfailing 
faith and the generous and consistent eueourageinent and 
support you have ahvay.s extended to thos-e wlio were 
charged witli the detailed working of the scheme. 

Finally a woul of aeknow lodgment is duo to the members — 
both Onicens and elerks — of the staff of the various Debt 
Ilcclemption Corainitlee.s. No one know.s heller than you 
how mouotouou.s and cxhau.sting was the work of the day-to-day 
examination and sifting of the fsowcar.s’ account -hooks. But 
fortunately rve had in tlie Committees’ staif. a hand of trained 
workers possessed of special nptitnde. and the patient indu.stry 
and conscientious zeal, with wliich they devoted ihemscive.s 
to tliis work, have contributed not a little to its .succets. 

I have the honour to remain, 

Sir. 

Your most obedient servant, 

KATVABLAL M. SUEATI, 

Hevemtc Comnmsioncr, 

Bhavnagar State. 
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EXPLANATORY NOTE. 


The Bhavnagar State some time back set up an ad hoc 
Committee to inquire into the question of agricultural indebted- 
ness, and the grave economic condition of the peasantry, that 
was revealed as a result of the Committee’s investigations, 
was amply borne in upon the Darbar, and it was realized that 
unless grave agrarian trouble was to be risked in the near 
future, it was imperative to take immediate remedial measures 
to restore economic health to the debt-depressed and all but 
insolvent Khedut. 

Among other measures adopted to relieve the situation, 
the Bha\Tiagar Darbar sanctioned a Debt Redemption Scheme 
depending for its application on the voluntary co-operation 
of the Sowcars and the indebted Kheduts. At first the money- 
lenders were chary of availing themselves of the benefits offered 
by the Scheme. But when they slowly realised that they 
would be able to recover, in cash and at one stroke, far more 
under the Scheme than they, if left to their own devices, could 
otherwise hope to collect in a number of years from their 
Kdiedut ■ customers suffering from clironic indebtedness, they 
slowly came forward — ^first the Sowcars of one Peta-Mahal 
or sub-district and then of another sub-district, asking for the 
composition and settlement of their outstandings on the 
basis provided in the Scheme. 

The Scheme was first applied to Lfiia Mahal in April 1930, 
and slowly its operations were extended to other Mahals 
until the whole State has now been covered. 

The nominal oufstanding arrears shown as owing by 
the Kheduts in the Sowcars’ books amounted, as the Redemp- 
tion Committee have found, to Rs. 86,38,874 and the same 
have been compounded and compromised under the Scheme 
by the Darbar paying out on behalf of the indebted Kheduts 
a sum of Rs. 20,59,473. 
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redemption of the indebted peasantry has naturally ■ given 
rise to. . . 

The Darbar were not obhvious of the future risks, to which 
the poor iliitera,te Khediit was exposed at the hands of un- 
scrupulous Sowcars always too willing to. exploit them by 
advancing money and. entangling them ia fresh usurious 
transactions. Some protection against such future victimisa- 
tion is sought to be given by the Khedut Protection Act enacted 
simultaneously with the Debt Eedemption Scheme. This 
Act is embodied as Appendix III hereto. 

A third complementary measure adopted, and, that 
by far the most important, is the scheme of Gramya Panchayat 
covering ail aspects of the Ehedut's life and in fact aiming 
at the rehabilitation of the whole village life itself. {Vide 
Appendix V.) 

A further elucidation of these various measures will be 
found in the course of the following pages. It may be only 
mentioned here that all these three measures hang together 
and they have been adopted simultaneously in the hope that 
their cumulative effect may render the farmers, who comprise 
76 per cent, of the population of the State, more happy and 
contented. 

. . As a residt of the total redemption effected, there are 
to-day hardly any suits or execution proceedings pending against 
any Kheduts in the Civil Courts, of the State. Litigation is 
always a fruitful soiuce of no end of anxiety and expenditiue, 
which have been all avoided by amicable settlement outside 
the Courts. Another immediate and undoubted benefit con- 
ferred on the Kheduts is the substantial saving . in interest 
charges alone, which would have . amoimted to about 
Rs. 21,00,000 annually, calculating interest at the rate of 25 per. 
cent., which is the ordinary rate the Sowcars levy, though 
cases of still more extortionate rates charged occur only too 
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EXPLANATOllY NOTH 


fcociuentlr. In otlior woids the Khcduts have Imd their 
huge oiitstandings of Rs. 80,38.874 ooinpioinisod and 
compounded by puyinent of a sun\, which ip certainly not more 
than the annual interest chaigc. to which they were annually 
subjected for these arrcais. Tlie gain to the State is also 
not inconsiderable ; for apart from ledcmption creating a 
debt-free and contented peasantry, an incidcirtal result 
has been easier and better recoveries of the land assessment, 
and it was noticed that in spite of the hoa^w tall in prices, the 
Khedut'S williugly and easily paid the full unit of cuiTOirt 
assessment and also something towards arrears even in parts 
of the Btate where the season rvas below normal and where 
recoveries would have fallen short by 4 annas under the old 
conditions, when the agriculturists were still weighed dowir 
by the burden of past debts. 

It wordd not be out of place to nrontion here that nothirrg 
is closer to the heart of llis Highness the Maharaja Saheh tliarr 
the interest aird wcll-hcing of his IHicdut subjects, who form the 
backboire of the State, and one of his first acts oir assuming full 
powers was to confer on the KheduUs the rights of sale aird full 
iirlioritarrce in respect of their holdings. But even while His 
Highircss was a nrinor. the thought of the Kheduts’ well-being 
wa.s not absent from his mind, and it was he wlio first inspired 
the idea of lightening the burden of the Khedut's debts and as 
a result, Bs. 33,00,000 of State arrears of Land Bevenue 
were %vrltten ofi during the Minorit}’’ Administration. HaAdng 
thus set the example of remission of old State arrears. His 
Highness the Maharaja Saheh next appealed to Sowcars to 
help in the economic rehabilitation of the Khedut by accepting 
settlement of tlieir outstanding claims on the basis provided 
in the Bedemption Scheme, Avhich was again to be financed 
by the State advancing the loans required for liquidation. 
It is satisfactory to note that the Sowcars have on the whole 
responded well and helped to make the Scheme the success 
it has been. His Highness the Maharaja Saheh did not make 
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an exaggerated claim, when, in the course of a speech he 
recently made on the occasion of the visit of the Hon’ble the 
Agent to the Governor-General, Mr. Latimer, he said, “ I am 
by temperament rather reticent, and I believe I am trained 
to value action more than expression of good intentions^’ 
In the same speech His Highness the Maharaja Saheb further 
summed up his conception of true rural uplift in the following 
words : — 

“If the object of rural uplift is to be really attained, two 
things should receive first attention : — (1) Keheving the 
cultivators from the arrears of State assessment and (2) 
Kelease from the crushing burden of private debts.” What 
His Highness’s Government have done iu regard to the second 
subject has been attempted to be described in the course of 
the following pages. 

P. D. PATTANI, 

Bhavnagae, President, 

I5th April 1934 . State Council, Bhavnagar. 



REDEMPTION OF AGRICULTURAL 
INDEBTEDNESS IN BHAVNAGAR STATE. 


SECTION I. 

Preliminary investigation of the Khednt Debt Inquiry 
Commitlee. 

The BIla^^lagar Darbar’s forcible attention was first drami 
to the problem of Agricultural Indebtedness by a petition 
received in January 1922 from some Ivhcduts of Lilia Mahal. 
In tliis petition they complained about their desj^crately low 
and poor economic condition, Avhich, they attributed to the 
raonstrou.s rates of interest, commission, etc., levied from tlicm 
by the local Sowcars, The then Eevenue Commissioner made 
a preliminary investigation in the matter and reported that 
the allegations contained in the petition were only too true 
and, further, pointed out the urgency of some remedial action 
being taken to relieve the economically distressed Kheduts. 
Thereupon the Council of Administration appointed a Com- 
mittee in June 1922, under the Cliairmansliip of Diwan 
Bahadur Tribliuvandas K. Trivedi, Member of Coxmcil, to 
inquii’C into the problem of Agricultural Indebtedness and 
suggest remedial measures. 

2. The Chairman first made a preliminary tour of some 
22 villages in different Mahals, as a result of which he found 
that the complaints made in the petition of the Lilia lUiedubs 
about the economic ruination, that was being vnought by the 
unscrupulous and usm'ious methods of the local money-lenders, 
were not a bit exaggerated, and the , characteristics of the 
Sowcar’s dealings with his lOiedut customers detailed in the 
petition and the preliminary report of the Revenue Com- 
missioner were with local variations met with everywhere. 


Kliedut 
Inquiry Co 
too appoint 


Prolimi 
Tour of 
Clmirman. 
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PKKUJlIXAKy rN Vi:bl lOATION, 


Coin iireUcn- 
M%e inqinn- (icti- 
dc<l upon. 


Hon llic Com- 
inittoc collected 
the ^tall'!tlcs of 
individual indeb 
tcdne.'S nnd other 
r( levant infor- 
mation. 


3. Tko alarming conditions thus revealed indicated tlic 
necessity of a thorough and coinjtrehen.sive inquir}' embracing 
the whole State, if the .same was to .serve a n.seful and 
practical purpose and reliable and adequate conelu.sion.s to bo 
reached. So, it was decided to investigate, at letist in a 
general way, the conditions prevailing in al! the !Mahals of 
the State. 

4. Figures of indiradual iudebtedness of all the Darbari 
Kbatedars were in the first instance collected and recorded 
by the local Thandars. To check and verify the.se figures, 
the Committee toured the whole State, visiting each and every 
village, where they met tlie Khednts face to face and in their 
oum homes, so to .say. This was. in a way, the CoinmittceV 
most important work, as it brought the members into close, 
intimate and direct touch with Klieduts and enabled them to 
obtain first-hand information. Besides ohecldng, correcting, 
adding to or altering the figures of debts, etc., entered in the 
tabular statements ])repared by the Thandans, the members 
of the positing part}* subjected each individual Ivhedut in 
turn, to a little searching cross-examination, to elicit the 
nature of liis debts, the occasion and purpose for which they 
were incurred, the interest, premium and other charges levied * 
by the Sowcar, etc., etc. 'Wliilc this process of verification 
of the .statements and examination of the Kheduts was going 
on, it was made a point to select a few typical cases of harsh 
and unfair dealings involving exorbitant rates of interest or 
other bard terms, and the same were gone into at leisure at 
the Committee’s camp by sending for the Sowcars concerned 
and examining them and their account-books. Altogether 
the Committee examined in tliis wa}' some 552 Sowcars. 

Further, in most of the villages, two or more Klieduts of 
varying economic conditions were picked up. for preparing 
their family budgets ' roughly showing the produce of their 
respective holdings, the cost of cultivation (whicli includes the 
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assessment payable to the State), the proportion of tbc produce 
retained for doniestic consumption and the price realised by 
selling the surplus quantity. A comprehensive questionnaire 
prepared by the Chairman was also filled in for substantially 
big ^^llages, and tliis was done by meeting the leading Kheduts 
of the ^dIiage in a group and putting questions to them. 

Of course, in the very nature of tilings, one cannot always 
A'ouch for the accuracy of the debt-figures collected. But 
realising that the value of the Committee’s conclusions would 
lie in the reliance, one could put on the returns of the debt 
figure.s, every care and safeguard was taken from the begin- 
ning to ensure their accuracy. 

But in spite of every precaution taken, the Committee 
noticed in scattered places a tendency, at times induced by the 
Sowcar’s efforts, to conceal the real position regarding in- 
debtedness ; and the suspicion could not be got rid of that 
Klieduts, who were really indebted, held reticence on tlie 
subject either under the Sowcar’s instigation or under a false 
sense of Izat. But it should be added that if some Kheduts 
lierc and there kept silent or understated the amount of 
their indebtedness out of a sense of prestige or for fear of 
losing credit and social status or some other reason, there were 
not wanting instances, in which Kheduts somewhat exagge- 
rated and overstated their debts, and that again perhaps at 
the Sowcar’s instance, under false hopes of obtaining easy 
relief and redemption of debts, or from other equally inscru- 
table motives. 

The Committee took every pains to remove false hopes 
or undue fears, if any, entertained by the Ivliedut ; and out, 
of respect for his susceptibilities and in order to put him at 
his ease and in a communicative frame of mind,, he was, as 
already stated above, approached individually and sepa- 
rately, and aslced. to state his debts confidentially and in 
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I’RELnnN* \RY IN\ I’^^TJG WIOX. 


Amount of 
I ndoblcdrc s 
found 


Xo credit: Xo 
debt 


private, ^\]lcn(;ve^ that eoiir.-o vas tlioiiglit nocc‘^''ar 5 '. Aiifl 
it was lioped that the fir^t fareiul ami patient preparation of 
tlio ''tatemonts of ciel»ts l)y the Tliamlarre aful the suI)M'qncnt 
verification by the Committee of the (!ebt-figure'< of each 
indi\ ifliial Khednt. had reduced the ‘-cope for error to a 
minimum. 


o. The Committee hnmd as a tesulT of these elaborate 
mvestigations tliat out of about 2:P0(i0 individual holder?, 
about .i.") Tier cent, were free from debt, and the remaining 
io Tier cent, or about 10.000 Kheduts p.aying an annual 
asse.-'Sinent of Its. ]2.7.').000 were indebted to the huge amount 
of Ks. 01,41.000 approximately. 


One .should not run away with the idea that the .jo pei 
cent. Kheduts clash'd as debt-free were ccoiiumieally in a 
vciy wealthy and flouri-liing eondition. iMany of them were 
just able to pay their way and make two ends meet with 
difficulty, and the ni.argin of .saving being never great, two or 
more .succe.ssive had .seasons would find them without anything 
left to fall back upon, and they were sure to be jnisheil over 
the brink, near which they constantly lived. 

0. Further, paradoxical as it might seem, the Committee 
came acioss numerous cases of Kheduts being free from debt, 
not because they bad no pressing need to borrow', but because 
they were so poor and their credit so low that no Sowcar would 
care to lend tliein any money. The truth of the dictum ‘ debt 
follows cred,t has been often noticed. But the leveito 
proposition is not nlivayg true. On tlie coiitrare. loiver mid 
ess credit only spells tlie imposition by tlio Sowar of liarsbcr 

aid 7““'“ Poverre 

borTOiiing. often result m freedom from debt, thus partiallv 
establislnng the reverse dictum “ no credit : no debt.” Ibis 

s beiii^ free from debt. 
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because none would care to lend tbem, should further warn 
us against basing any general inference of economic wealth 
and prosperity on the fact of 55 per cent, of IHveduts being 
classed as debt-free. 

7. Of the 45 per cent, indebted Kheduts, about one-third 
were found to be indebted in sums not exceeding 2 years’ 
annual assessment payable by them, and the rest were hope- 
lessly indebted, a fair pro 2 )oi-tion owing arrears exceeding 
10 and 15 years^ asses.sment 2 ia 3 'able b}*" tliem. 

, 8. Although the original causes of debt in the first 
instance might be the recurrence of bad seasons, the small 
margin of profit even in good years, undue expenditure on 
death, marriage and like occasions, there was little doubt, 
the Committee found, that the principal cause of the accmnu- 
lation of debts and the main obstacle in the way of the 
cultivator’s regaining his economic freedom were the peculiarly 
usiiriou.s and o2>prGssivo methods pursued by the Sowcars. 

Again the factor of undue expenditure on social occasions 
was likely to be overestimated as an originating cause of debt. 
No doubt on occasions of Ghargharnaj {i.e., remarriage), 
Ana ceremony, {i.e., sending or bringing, for the first time, 
a inan-ied girl to her husband’s house from her parental home), 
etc., sometimesyeiy large — too large — sums are spent by Kanbi 
Kheduts. But otherwise, the sums ordniarily spent on such 
occasions are by no means such as can be called excessive, 
taken by themselves, and considering the cultivator’s status 
in societ}’' and the inflation of prices abound, i.e., at the 
time when the’ Coihmittec first investigated. But the 
expenditure of even moderate sums may be regarded by some 
as- improvident in one point of view, when one remembers, 
that their expenditure necessitates on the cultivator’s part, 
the incurring of fresh loans, which he may be absolutely 
incapable of liquida.ting, ovdng to the burden of past 
obligations; , ■ ‘ 


Indel 
ness cot 
to asscssm 


Real 01 
sumed cat 
i n d o b 
nesg. 
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VrVI.r'lNAUI TNVI STlCATJn.V, 

l^ut if llic ox}>on<liturr of mioIi .■'mail jiocc'iAitatos 

re^-ortto the So\v( iir, tliut i-? only fiirlhor fro-^h pn.of of the fact 
that the cuUiv.itor's MirpUi'j of ‘•aving from ycar;^ is too 
small to enahle him to meet oven the oall^ of ohligationH 
occurring oulv (Kcn^itnuilly, <n)fl which do not entail <uiN 
very great outlay. 

TJic facile a'-mmption often made thit the preJ'-ure of 
land a'^'-cs'-'incnt is re-qron'^ihle for the Khedut’*. borrowings 
in not a few ca‘=cs ; hut the greater incideticc of indebtedness 
in the more lightly u'-'CS'-ed 3!uhals lihe 1)a‘=kroi and Talaja 
compared with the moic highly a'-'-e'-'w! Mahals of Kundlii, 
Lilia, etc., militates ag.ainst ."nch a hasty a jirion nA^vimption. 
The average asseKsment per Bigha for these four Mahals is 
Me. 1-2-0 for Daslrroi, Me. O-IJ-H for Talnja, Me. 1-10-0 for 
Kundla .and Ms. 2-1-t for Lilia. But the ratio of indebtedness 
to asso-ssment as found by ilie Oominittcc varies inversely, 
J.C.. the average debt per rupee of nssosemont is Ms. 8.7, 7. G, 2.9 
and .3.0 rc.spectively for Da^kroi, Talajn. Kundla and Lilia. 

Tlieso figures conclusively .show that there is no correlation 
between debt and assessment. If tluit were so. the more 
highly assessed !Mahals would show a greater amount of indebted- 
ness and those lightly as.se.sscd would be found to be indebted 
to a lesser extent. But sucli is not the ca.se. Tlie conclusion 
is incAitable that the alarming extent of ngriculhiral indebted- 
ness is the result of the peculiarly grasping and extortionate 
methods of money-lending, ofwliicli the Ivliedut wnsthex'ictim. 
This opinion is further reinforced, wlien one rememhers. that the 
nucleus of the original advance in the majority of cases is seldom 
very large, and that the Sowcar s books show the borrowing 
Khedut in heaxy arrears even after he lias made large repay- 
ments on accomit from time to time, exceeding in many cases 
twice, thrice and four times the sum originally advanced. 
These heavy arrears shown as outstanding can only he attributed, 
as the Coimnittee have found after examining numerous cases, 
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to tlie accumulation of interest, premium and numerous otlier 
varying charges, wliich the Sowcar’s ingenuity sharpened by 
greed is so fertile in inventing, 

9. It would be too long to enumerate and describe here 
in detail the various artifices and unfair deduces resorted to by 
the Sowcar, to increase several-fold the original nucleus in as 
short a time as possible. Besides the overt additions of interest, 
commission and other charges, the outstanding accounts were 
further sought to be swollen by the Sowcar’s irregular 
and cryptic method^ of^^^^oun^^eping, anil_jeiieBr-worse, 
by his carelessness ^in acknowledging and giving credit for 
payments made on account. The Sowcar’s various methods 
of dealings and the characteristic featm’es of his system or 
rather no system of accounts have been noticed and commented 
upon at much greater length and in more elaborate fashion in 
the Evidence Volume, which summarises the more important 
of the statements of the large number of Sowcars examined 
by the Committee, and ofiers general remarks and, so to say, 
a nmning criticism on these statements. 

10. Only as occasion arises, reference will be made here 
to a few typical instances, though by no means always the worst, 
of the way in which the Sowcar seeks to victimize his illiterate, 
ignorant and debt-depressed IChedut customer. 

Eirst, mention may be made of the fairly prevalent practice 
of what is Icnown as the Savaya system. This system means 
that a loan of Rs. 100 taken either in the month of Jeth or Ashad 
or even Bhadarva or Asho, for sowing, weeding, and other agri- 
cultural purposes, will have a quarter of that sum added to 
itself, by way of premium from the beginning and the aug- 
mented.sum, wz., Rs. 125 mentioned in the bond as the actual 
advance, and the same made returnable in Magsar or- Posh 
of the ensuing year. In other words the sum of Rs. 100 will 
earn in the short space of 4 to 8 months, an interest of Rs. 25. 
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In tlu' rev, lit lilt- «'f jut y<‘V f .'nl .]«-r 
aiivtliint; lo'' linn .’iTl m 7r> 5 »<^! nnU- 


will Jin! Ik‘ 


On*’ v.uul'i pt.'rli.ij)’’ tliiiil: flrit nl! Khi*»ii!t‘’ \‘.nnld not- 
t-d to n-urinu^ ? and tin >v--nir v.-<iuld only 

v.irv tin ‘‘■'rsm (>{ hi^- io>n lu Pfup'irt inji t't iln* sukI junf-r* 
t.unJ V of r^^■u^ * ry. inidcn.jf luciu liutdor in i iic ( t'<‘ of tin poorer 
ciiltivai (ir". vvLo'i* rridit vi.is low t and it suit^ht fnrtlior b*' 
Mippon'd ll’.ki t‘niy iie'dy Khrdnt' vxniM have to ntlimit to 
any undue biirdi n bnintt iin]'o--*'d iijvon tIiuuj to obtain iv loan 
wliioh tl.fv K'ljuircd. I’nt '-ontniry to f>\pi < tatitm. tlu' Com* 
nuttei' onuid that tlic fonnnf pra-’ti'o to lend iiu-ney to good 
KliochU'- on intart"-! at im-}' ratci of 't to 111 inina-s jut jneii'^em 
had <dmtv-t niitiroly di>apjiearcd,rind f-van aiiod •olvonr Klu'dnt^. 
against wlioin tlu' Hoivcai liad ru'Vi'r had oiaa^ion to rui’tnt to 
a hnv <‘oiirt foi tha lai-ovary of hiv innnay <on!d not obtain tJ 
loan a.voi'jit on tlic t'.ivaya ‘'y.-'toni da*( lila'd abovn. 


* bojjd't 

bs ft quAu 
tJi\ of Kap'i** 


11. But if evdi u good cidtivalor bas to submit to tbc'^o 
exacting levies in the matter of his loims, contnictad for strictly 
agricultural ])urpoM‘s. tin* poorar culriv.itor.s, who natumlly 
fonn the majority, fata still worse, atul. in their rase, the con- 
ditions of borrowing are still more (>xaeting. For, besides 
adding as usual a quarter of the sum ac'mdiy lent In* way of 
premium, the Sowrar .stipulates to receive from the borrowing 
cultivatons, instead of a money pamieiit. a fixed quantity of 
Kapas in the ensuing harvesting season. To take a concrete 
illustration, if Bs, ]00 is advanced in A.sbnd or Bbadar\'a. 
Es. 12o as stated above would be shown in the bond as the sum 
actually lent, and the cultivator further binds lujnself to deliver, 
in the ensuing Kart.ak or illag.sar,a maund of Kapas for every 
Es. 2 due, i.c., G2i ninunds in all for the whole sum of Es. 12o. 
Further suppose that the cultivator fails to deliver wholly or 
partlj" the stipulated quantity of Kapas at the time agreed to, 
the result in most cases would be that the whole stipulated 
quantity of Kapas or the halance remaining due. ns the case 
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may be, would be converted into its money value at tbe pre- 
vailing market-price, and a fxcsb bond passed for the same 
occasionally added to again by 26 per cent. For example, 
if in the case cited above, the borrowing cultivator is unable 
to debver the whole of the 02-J- maunda of Kapas stipulated in 
the bond, and the prevailing market-rate at the time fixed for 
deliveiy is Es. S per maund, which was too often the case 
in those years of boom prices, the cultivator will be called upon 
at the end of 4 or S months only to pass a fresh bond of Es. 500 
representing the money-value of 62-5- maunds of Kapas. In 
other words the Sowcar will have the satisfaction of seeing 
the sum of Es. 100 originally advanced by him' increased fivefold 
in 6 or 8 months only. 

These stipulations for delivery of cotton in lieu of money 
are naturally much commoner in such cottpmgrovnng districts 
as Lilia, Gadhada and Botad; Indeed it was noticed that the 
greed for cotton of some of the Sowcars in Gadhada Mahal 
would mot let them- grant any loans mi'less the same were 
stipulated to be . paid for by the borrowing Klveduts; by a 
fixed quantity of seed-cotton from the next produce, calculated 
at a rate of price 50 to 100 per cent, less than either the prevailing 
or prospective rate of price of Kapas. It should be added that 
in some cases these forward contracts for the sale of cotton are 
more or less speculative ; and the local agents of the Botad 
cotton-merchants egg on even those cultivators, who have no 
need to borrow to satisfy some immediate pressing domestic 
or agi'icultural want, to sell their cotton produce in advance ; 
and all they receive, is a small amount by way of earnest- 
money. It need hardly be added that the Kheduts’ hopes' 
of reaping any inordinate profits are seldom realized. ■ For as 
remarked in the notes of Evidence for Gadhada Mahal, “ pitted 
against the knowing Sowcars fully in touch with the movement 
of' cotton prices, the cultivator’s chances of deriving any un- 
expected profits from such forward contracts ate very small, 
while the risk of his losing the advantage -of an unexpected- 
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fremmetahy in\-estigation. 


rise in prices is always present. As generally happens in such 
speculative transactions, the Khedut finds at the time of 
the harvest that he has oversold and is unable to deliver 
the stipulated quantity ; and the Sowcar obtains a bond for 
the difference in the agreed price and the prevailing market 
rate.” 

lOicduts’ need 12. Though the speculative desire to make an unexpected 
money exploited, gain was sometiiucs the motive behind such forward transac- 
tions, oftener than not, it was the Ivliedut’s urgent need for a 
small cash amount, that was exploited and the sole inducement 
for such fonvard sale of cotton was to be found in the small 
cash sum offered as earnest-money at the rate of a rupee or two 
per maund of the stipulated cotton, and which sum Nvent to 
meet some pressing necessity, such as paying the labour- 
charges of weeding or cutting and gathering the ripe crops, 
picking cotton or other equally urgent agricultural operation. 
As remarked in this connection in the course of the Committee’s 
Eeport, “too often the Sowcar makes his business of money- 
lending ancillary to securing in advance, at as cheap a price as 
possible, the expected cotton crop of the Khedut debtor ; 
and the latter, when he is either oversold as he often is or the 
crop yield does not come up to expectation, has to pass a bond 
for the money-price of the undehvered quantity of Ivapas 
at the prevaiUng rate.” 


Atak or Pe- 
nalty clause de- 
scribed. 


13. At times the Sowcar would not directly stipulate for 
repayment of loan by a fixed quantity of cotton, but the bond 
would include a time-clause and only failure to pay on the due 
date would entail liabilify to deliver the fixed quantity of 
Kapas as stated above. But this penalty or Atak clause, as 
it is called, was generally most rigorously enforced, and when 
once the Atak Kapas became due, even by the prescribed 
period being exceeded, as it too often happened, by a day or 
two only, the Sowcar gave no quarter but insisted on realizing 
his pound of flesh. This is none too strong language to apply 



sowgar’s abusk as mokky-lbnder. 11 

considering tliat the initial Savayn increase and the Atak 
clause combined often enabled the Sowcar to increase as shown 
above his original loan fivefold and more in six months and 
even less. 

Tlie hardship worked by the ])revalcnt practice of advanc- 
ing loans only on the stipulation of tlic same being repaid hy 
Ivapas at low rates often fifty per cent, lower than the market- 
rate was most forcibly brought home to the Committee in 
Tappa Patana of Botad, w’herc while the general percentage 
of indebted Kheduts for the whole Tajipa Avas less than 40 
and the average indebtedness per Khedut was Es. 232, 
some %'illages where the pernicious practice of stipulating 
for deliver}* of Kapas in lieu of money payment prevailed, 
showed 85 ])er cent, of the Kheduts as indebted, and the figure 
of average debt returned was as high as Es. 525. 

14. Again where the cotton -merchant also enjoys a Sowen 

, , , , ofhtspo 

monopoly of the money-lending business in a particular monoy-ic 
village, hi.s po.sition lends it.self to double abuse. Not only is 
he able to secure in advance the produce of lus Khedut cus- 
tomer, but his position as the idllagc Sowcar gives him an 
advantage over other buyers, if there be any, and he can gener- 
ally dictate liis own terms and rates, and as might be easily 
imagined, the only limit to such dictation, where the paities 
are so unequally matched, is such sense of justice and modera- 
tion as the Sowcar might possess. 

Thus the Ivliedut’s dependent condition often prevents 
him from realizing the best price for his produce, which he 
otherwise Avould in a free open market. But if it is not 
always true that the TCliedut sells in the cheapest market, 
it is not too much to say that the Kheduts— especially the 
poorer illiterate Kheduts of a baclcward class like the IColis — 
generally are seen to buy in the dearest market, and it should 
be remembered that the Khedut is usually a buyer- and only 
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once or twice iii tlie year, a peller. It was noticed especially 
in the coastal areas that the poorer Khednts made over to 
their Sowcar almost the whole of the produce of the soil im- 
mediately it was harvested, only keepiug in reserve a scanty 
store of gram sufficient to last barely a month. The Khedut, 
no doubt, received credit for tliis in the Sowcar’s books, but 
at a price, which was 25 to 30 per cent below the ruling market 
rate. But the contrary was the case, when the Khedut was 
the buyer and not the seller. For all articles of domestic 
necessity, which the Khedut buys, on credit, in small quantities, 
the Sowcar usually charged prices, which might be anj’thing 
from 25 to 50 per cent, higher than the prevailing market-rate, 
and further, when at the end of 3 or 6 months, or very rarely 
a year, accounts were settled and a balance struck, a substantial 
sum, by way of interest and premium, was added, and a fresh 
Khata drawn up for the whole amount. 

Even where the bond for the balance outstanding osten- 
sibly provided for interest at a rate of 12 to 18 per cent, on the 
occasion of renewal, 50 per cent, and more were often added by 
way of interest, and the increased amount shown as principal 
in the new bond, the excess above the prescribed rate of interest 

bemg effectively concealed by fictitious credit and debit 
entries. 


Again the Comnuttee observed that the Sowcar, in making 
up accounts and adding interest, usually made no deduction 
or inte^ payments on account, and interest was calculated 
on all the debit entries for the full period of one year, irres- 
pective of the different dates on which the borrowings may 
ave een made. Some Sowcars entered the interest item 
m advance, simultaneously with the debit entry of the prin- 
cipal sum lent. The result was that when accounts were Lde 
up, at the end of the year, by adding up the debit entries, the 

pelves also bore interest. In other words 
interest was added twice over. 
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; In short, there is no; end to' the mischief .wrought by the 
e'vol of the Sowcar combiuing the dual functoin of merchant 
and money-lender. The Committee foimd that even where 
the Kdiedut. sold his produce to a third party, he was obhged 
to pay to his Sowcar a commission at a fixed rate of one anna 
per each mauhd of Kapas and grain sold. Where the Sowcar 
himself was the buyer, he did not always pay cash for the 
produce received, biit ver)*- often misappropriated the price 
of the produce dehvered to the adjustment of old outstandings 
without' the Khedut’s consent, and the result was that even 
for his immediate needs, which the lOiedut would have other- 
wise been able to hnance from the price of his produce, he had 
to incur fresh debts' paying heavy interest and premium charges. 

15 .. In - Kadhara dealings, grain supplied in Shravan 
or -Bhadarva and returnable during the ensuing Diwah harvest 
is subject to a 50 to 75 per cent, increase, an(^ additional usual 
condition imposed being to commute an inferior • and 
cheaper land of grain like Juwar into the dearer Bajri or 
Bajri into wheat. This system becomes still more oppressive 
when the • Kadhara dealings are. practised on what is known 
as the Mol-tSavaya basis. This means that where there is 
failure to dehver the stipulated quantity at the agreed time, 
the Kadhara bonds are liable to be renewed thrice in the year, 
i.e., at the times oif the tliree harvests of Diwah, wheat and 
Chhasatia (irrigated Juwar crop raised in summer), every 
occasion of renewal being utihzed to commute the cheaper 
grain into a dearer kind and again to make the original quantity 
returnable by a quantity a quarter or half as much again, 
and occasionally even by double the quantity. 

Some Sowcars are observed to vary this Kadhara system 
in such a way that the quantity of com advanced was first 
increased by. 25 per. cent., and the augnaented quantity was 
converted into money, at a rate of price 25 to .75 per cent, higher 
than the prevailing rate. In other words, both the quantity 


Kadhara 

plained. 
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Fonrard con- 
tracts calleti 
‘ Jalap’. 


advanced and price are liable to increase, vliicb inflicts a 
double loss on tbe borrowing cultivator. 

How tbe poor Kbedut is %'ictiniizcd may be judged from 
tbe fact that tbe Committee came across instances of Sowcars 
bemg enabled by tliis vicious .system of Ivadbara to increase 
tbe original advance of com 700 per cent, in five years, in spite 
of interim receipts on accomit cqualbng 125 per cent, of tbe 
original loan in tbe very fir.'t two yeara and 150 percent, in tbe 
first four years. Tlie Committee was, at first, at a loss to 
account for these buge additions. But it was ultimately 
discovered tbat wbat the Sowcar actually did was to add 50 
to 100 per cent, to the quantity due for any year without first 
deducting therefrom, as be in all fairness should have done, 
tbe quantity deliyered on account in that year. Tliis accounts 
for tbe otherwise inexpliKible large mcrease of 700 per cent, 
referred to aboye. 

16. Jalap is only a variant of tfie forward cotton contract 
referred to above and is specially prevalent in tbe coastal 
Mahal of Talaja. MTiat is particularly reprehensible about 
these Jalap contracts is tbat tbe indebted Kbedut is induced 
to sell up bis expected grain crops and occasionally also cotton, 
only a month or tivo, in advance of tbe harvesting season, 
not m return for any fresh cash advances, but only for credit 
given m adjustment of old outstanding accounts. Further 
the pnee allowed is an)d:bing from 40 to 100 per cent, lower 
than tbe price, which tbe Kbedut would have reabzed, bad tbe 
Sowcar shown a bttle forbearance and postponed recovery of 
o e ts bearing interest, for two or tliree months only, 
^stances were also met with, where tbe period separating tbe 
e o t e Jalap contract and tlie time for liarvesting tlie 
prospective crop sold in advance was barely 15 days. 

One can understand a Kbedut selHng up bis crop before- 
hand for obtaimng cash to meet some urgent agricultural need, 
but when be does so to pay an old debt outstanding from tbe 
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past/ the suspicion arises that- such payment must be the 
result of either constant dunning or threat of recovering the 
debt by resort to court, or pf execution of an existing decree, 
or again the payment might be the result of such subtle undue 
influence, as a creditor alone can exercise over a debtor,; who 
is constantly in need of the services of the former and must 
maintain his credit and good faith at any cost. 

To call a transaction of this nature, a regular contract 
of sale is rather a misnomer. This is merely the case of a 
Khedut parting with his crop under pressure, the strength of 
which can readily be imagined where the mutual relation is 
of debtor and creditor. 

17. Where a Sowcar holds a decretal debt, he often 
succeeds, by merely flourishing the threat of execution, in 
maldng recoveries, which further are, against the express 
wish of the debtor Khedut, not credited under the decree, 
but credited towards other ordinary Khata debts, which thus 
get paid ofi without the Sowcar undergoing the trouble and 
expense of suing in a court of law. This is little short of 
misappropriation. It need not be pointed out that the debtor 
Khedut would naturally be anxious to first pay off a decretal 
debt and stave off execution and not a simple bond-debt. 

■ 18. The Committee observed in places that originally 

good and solvent Kheduts, when they found themselves 
involved in indebtedness beyond a certain limit and had 
little hope of saving themselves from the gulf yawning before 
them, became desperate and developed a tendency to be 
contumacious. This destroyed their credit and capacity for 
further borrowing ; and ultimately they were even driven out 
of their land j or if they continued to occupy and till the 
land, they did so for their master, the Sowcar. Of comse 
such extreme cases were rare ; ' and even where they occurred, 
they were not likely soon to come to the notice of the Darbar , 
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for these would be tantamount to collusion between the nominal 
Kliedut-bolder and his SoAvcar, as there is always present 
the risk of the Darbar resuming any Khata-land, Avhich 
is the subject of an illegal and miauthorised lease or 
mortgage. 


The restricted right of leasing granted in recerrt years 
to the Darbari registered Khatedars was intended to meet 
only the hard case of a poor cultivator, who had not the 
wherewithal to carry on agricnltm'e arrd was therefore to be 
alloAved to let liis holding for a limited number of years, thus 
enabling him in the interval to improve his economic condition 
and resume agriculture orr Iris owrr. But it Avas noticed that 
taldng adA^antage of tliis right of leasing the SoAAxar got the 
Khata-land transferred to him in paj’^ment toAvards old 
debts, and the eAdoted Khatedar Avas obliged to emigrate 
outside. Surely it A\’as ncA'cr in contemplation that the facility 
of leasing afforded for quite a difierent purpose Avordd be thus 
exploited by the SoAA'car to recoA^er his old outstandings, CA’’cn 
to the extent of ousting the Khatedar and drhdng him to a 
distant place to eanr his livelihood. It need not be pointed 
out that it the leasing of land Avas alloAved to flourish unchecked, 
tlicre Avas some risk that in coiu’sc of time man)’’ holdings Avonld , 
come to be occujhcd by non-agricultnral classes, AA'hose sole 
interest in the land avouIcI be to obtain as much rent as possible 
from the lessees. But tliis is only by the Avay. 
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19. The hooks of the SoAA’cars are .so manipulated and 
there are so many collateral oral agreements, not included hi the 
Aviitten contract, that it A\'as next to impossible to extract the 
real truth regarding the nucleus of the original advance and 
the .subsequent accumulations of mteresl, commission, etc. 
Still if the Committee liaA'c been able to find out the truth iu 
the luajoiilA of the cases examiued. it AA'as only as a result of a 
})ieliiuinar\ order passed by the Darhar to the effect that all 
communications made to the Committee and all statements 
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prepared and depositions taken by it, would be treated as 
confidential and prmleged, and tbe same would not be admis- 
sible as evidence in legal proceedings. It is certain that vdtlioub 
this promise of secrecy and a preliminary assurance that, the 
Sowcars’ statements were to Ire considered as without prejudice 
to any legal proceedings pending at the time or that might 
]re instituted in future, it would have been well-nigh impossible 
to elicit from the different Sowcars the very valuable, 
and, considermg the very dehcate nature of the subject and the 
Sowcars’ interest in concealment, on the whole, full, fair and 
candid information, wlucli they have supplied to the Committee 
regarding their methods of deahngs with the Kheduts and of 
keeping accounts. 

20. ■ At times duplicate Khatas or Khatas for double 
the amount are alleged to have been obtained’ by the Sowcar 
gs a mere threat to ensure timely recovery, the private oral 
understanding being that the fictitious bond or the bond for 
the augmented amount was not to be enforced and any payments 
made on account would be given credit for double the amomxt. 
But the only security the Khedut had against the Sowcar 
enforcing the fictitious claim in Court, was the latter’s oral 
word, which had no legal force and about whose moral value 
the less said the better. In fact the Committee came across 
instances of such fictitious dupheate claims being actually 
decreed and eveii recovered under pressiu’e of execution. 

In brief the Committee saw that some Sowcars had almost 
systematized the art of cooldng accounts and maldng false and 
fraudulent entries. To minimize the large additions of premium 
and interest, they were falsely described as fresh cash advances 
or mixed up xvith items of interest and premium. 'Eenewed 
bonds often purported to represent new loans and, to make 
the fakement of a new cash loan seem more plausible, the- 
Sowcar resorted to the artistic device of separating the old 
and the renewed bonds by an interval of a, few. days. In the' 
Evidence Volume have been included, even at the risk of some^ 
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repetition, instances of dealings of tlie same type, sucli as 
duplication of Kliatas, entering in tlie bond double tbe amouni 
due, misdescription of outstanding balances as fresb cash loans 
etc., as otherwise it was not possible to convey an adequatt 
idea of the general prevalence of the -wrongful practices 
"ViTiat made these practices more reprehensible was that nc 
uniform method of maldng fraudulent increases was observed; 
but each Sowcar had his own method and the same Sowcai 
also varied the method on difierent occasions and in resped 
of difierent Khedut debtors. The result was that from thi 
mere accounts, w^hich gave no trace of such increases anc 
additions, the nucleus of the actual original advance coulc 
never be determined, and for doing so, one had only thf 
oral uncorroborated testimon)’’ of the Sowcar to go upon 
Of course, it goes -without saying that even those Sowcars 
who had the frankness and candom-, imder a promise of secrecj 
and prh-ilege, to lay bare the real nature of their transactions 
before the Committee, would be altogether un-willing to do sc 
in a court of law and thus discredit themselves and then 
account-books for all time. Matters would be further compli 
cated as they often are, when either the Sowcar, who originahj 
dealt -with the Ediedut and vuote up the accounts or the lattei 
or both had died, and the question of separating the actua. 
nucleus of advance from interest additions and other fraudulenl 
iuoreases, made in the first instance merely as a tlireat tc 
ensure timely recovery, was in issue between the Sowcar’s heiri 
and the Khedut or his heirs, and there was not available ever 
the questionable guidance of the memory of either of the 
origmal parties for arriving at a correct decision. 

Mention should also be made here of Sowcars keeping 
more than one bond-book relating to the same period 
and It frequently happened that bonds passed bj 
e samq person and in the same year were entered ic 
different books. The plausible excuse advanced for having 
separate Khata-books was that while one was detained ir 
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court,' tlie other book might be a handy • convenience. ■ But 
this • explanation could not hold water, when the ■ books 
showed two Khatas passed by the.' same party a;nd bearing 
the same date and the suspicion of duplication of Khatas 
could not be avoided. But apart from the . scope for 
deliberate fraud given- by this practice of having more than 
one Khata-book, this loose method of entering Khatas relating 
to the same person was also not unlikely to lead to the un- 
conscious victimization of the Kheduts, who have the misfortune 
to deal with such a Sowcar. After a lapse of a few years, 
even the Sowcar himself would not be able to tell without a 
laborious search among his books, the exact amount in which 
a particular Khedut was indebted to him on a particular 
date. Further when a Khedut made payment on account 
in a particular Khata, there was some risk of the same bemg 
credited in some other Khata, which was time-barred or very 
near being time-barred. 

The Sowcar was not seen to be regular in keeping accounts, 
even when he was a mortgage transferee of fruit-trees like 
mangoes, though such a contractual relationship imposes a 
statutary obligation for good management and rendermg of 
accounts. The sums obtained by the sales of the yearly 
fruit-produce were never credited at the bottom of the mortgage- 
deeds, nor in one place in one book, but the credit-entries 
were found scattered in more than one book. It was observed 
by the Committee that a creditor, who had obtained a mortgage 
transfer of fruit-trees, was always reluctant, to restore them 
to the owner and, under one pretext or another managed to 
retain their possession for an indefinite period of time. In 
many villages, the Khedut had been practically dispossessed 
for all time of the mango trees, which their labour and care 
had helped to rear up. This shows how opportune is the 
enactment of the new rules relating to trees, which prohibits 
the transfer by mortgage or sale of trees standing on Khata- 
lands.- . . ' ' 
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Once indebted 
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21. The irregularities and the deliberate maniiiulations 
in the account-boolvs suggested, in tie Committee’s Anew, 
'the necessity of imposing on the Smvears some standard 
method of keeping accounts, rvliich would prevent the 
multiplication of books for the same year or period of years, 
and the entermg of Khatas relating to the same debtor 
Khedut in different books, here no journal was kept, and 
accormts of dealings were shoini in a large book of Khatas 
only, there was little need to split up the transactions with a 
particular Khedut. under different Khatas, but should as far 
as possible be .shown at one place only. But if the Darbar 
had so far refrained from undertaking legislation prescribing 
a standard method of account-keeping, it was not because they 
underrated the necessity of such legislation, but it was only 
due to a recognition of the practical difficulties involved in 
enforcing such legi.slation even when passed. 


22. It was obvious that once the Khedut was entangled 
m dealings of tliis nature, he would continue to be indebted 
to his Sowcar for all time. That tliis is by no means an exaggerat- 
ed and OA erdrawn picture will be evident from the numerous 
instances of money transactions of this nature recorded in the 
depositions of the Sowcars themselves supported by entries 
om their books. The Sowcars statements are summarised 
and renewed in the Endence Volume already referred to before. 


23 . 


sliould it be supposed that transactions of thi 
nature are exceptional or Lsolated. They rather seem to fore 
lie rule. The whole atmosphere is so demoralized by th 
prei a ent grasping methods of money-lending, that even wher- 
the culfavators lend and borrow inter se as they often do, th> 
terms they impose on one another are hardly less exacting. 

iiPTP +1 come across instances of a Sowca: 

^re andtkere, who was fair in this dealings vdth the Kheduts 

r '''' emphasize th. 
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it would be ■wrong to lump aU Sowcars together, it is an indubi- 
table fact that by far the larger majority are given to usurious 
practices and if they difier at all, they do so only in the degree 
of usury practised. As remarked in the course of the 
Committee’s Eeport, “ at one end, there are a few, perhaps a 
very few Sowcars, who are content with a moderate return on 
■their advances, while at the other end, there are those who are 
most grasping and usinious and squeeze the Khedut at every 
possible turn, practically reducing him to the condition of a 
landless labourer, tilling the soil for the benefit of his master, ■ 
the Sowcar. Between these two classes, there are all kinds of 
Sowcars, who practise usm-y and extortion in varying degrees. 

AVhere the majorit)^ of Ivlieduts are involved in monetary 
transactions of this nature, there is small chance of then- ever 
achie\dng redemption unaided. In their present circmnstauces, 
the only means whereuitli they can hope to pay off the arrears 
of past debts is the narrow margin of profit left to the Kheduts. 
What is this margin? In ordinary years, the average net produce 
of a moderately sized liolding after paymg the State demand and 
defraymg the cost of cultivation, is just sufficient to support 
the cultivator’s family ; and any balance of sa\dng it may leave 
behind, if at all, is never very great—certainly not worth much 
more than a sum equal to the amiual assessment of that holding. 
Of course in exceptionally good bumper years, when the prices' 
of the agricultircal produce are also ruling high, the net balance 
of saving, one may grant, would be much greater. But such 
years are few and far between, judging from the experience of 
the last one or two decades ; and as a set-off against such 
exceptionally good years, one has to reckon with the frequently 
recurring seasons of short or abnormal rams. 

, 24. So aU things considered, one would not be far 

■wrong, in estimating the a^verage normal net gain of an indi^vidual 
Khedut at a sum equal to the yearly assessment payable by 
him to the State. If that be taken as a fairly correct estimate. 
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it ivill be at once seen that the cultivator already indebted in a 
sum several times larger than the amount of the annual assess- 
ment of his holding, and further faced with the ever-recurring 
necessity of making fresh borrowings, is not only not in a position 
to achieve his redemption rmaided, but has also his labour and 
what httle surplus wealth he may be able to produce, per- 
manently mortgaged to the Sowcar. The IQiedut’s unaided 
exertion to fiee himself from indebtedness may, therefore, 
be not inaptly compared to the heUish torments of Seisiphus, 
who no sooner had rolled up his burden to the top of the hill, 
than it fell down upon his devoted head vuth redoubled violence. 


25. The Committee came across pathetic instances of 
Kheduts ti^dng to seek rehef from the pressure of indebtedness 
by parting with their all — the whole produce of the year as also 
their agricultural stock such as bullocks, carts, etc., which are 
expressly exempted even from attachment for decretal debts. 
One Sowcar was noticed to have received in the course of a 


smgle year, from five Khedut constituents of his, some 18 
bullocks both young and fuUy-grown, 2 bufialoes and one 
cart besides large quantity of Juwar, Bajro, etc. Even where 
the Kheduts in their anxiety to be rid once for all of the burden 
of old debts hanging round their necks like a miUstone had made 
such Herculean efforts practiaUy reducing themselves to the 
condition of landless labourers, they stiU failed in completely 
extricating themselves from the clutches of the Sowcars, whose 
00 ’s continued to show them as stiU owing arrears. It was 
noticed that even the grasping Sowcar was at times moved to 
generosily and occasionaUy wrote off a portion of the balance 
ren^nung due, by way of grace as he said. But such magnani- 
nuty coming on the top of aU such oppressive realization as 

it?, « r; . -rontoneouB and could 

W d to pay any moie- 

it, d it from him, 

imlndmg even hs Imestook of bullocks so necessary for cultiva- 
tion. One almost wishes that some means could he devised to 
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prevent the private transfer of such agricultural stock, even 
as it has been deemed necessary to exempt them from attach- 
ment by a court; or the purpose of such exemption, viz., to 
ensure to the cultivators the undisturbed possession of their 
agricultural stock, would be defeated. But again the difficul- 
ties of enforcmg such preventive legislative measures, even 
when enacted, seem almost insuj)erable. 


SECTION II. 

(1) Gomnntfce’s Findings and Recommendations. 

(2) Relief Measures adopted. 

26. Altogether the Committee concluded, that unless 
outside help and relief were brought m good time to the Khedut 
already hea^nly inde])ted and almost insolvent, he seemed 
doomed, if not to extinction, at least to a whole life of what 
would practically amount to economic serfdom. 

The Chairman, in his minute submitted to the Council, 
admirably summed up the whole position, as follows : — 

‘'Every profession needs capital, and so I do not 
think, a little indebtedness always argues an alarmingly 
poor economic condition ; but where a Khedut’s condition 
on examination discloses a debt, of which the amount 
, is always piling up and hence will be finally incapable 
of repayment, and, further, the transactions show intoler- 
ably usurious rates of interest, and frequent additions 
of premium, and other charges, such as Paghadi, etc., 
the -legitimate inference is that a cluonic disease has crept 
in^ and if the same is not carefully diagnosed and promptly 
treated, it will, doubtless, become the cause of the economic 
ruination of the indebted Ehedut.” 


Urgci 
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COADIITTEE’S riXDINGS AN'D EECOM'MENDATIONS. 


In the same nnnute in describing the Khedut’s reaction 
to the vicious economic s}’’stem, of vliich he was the Adctiin, 
the Chairman further lemaiks tliat ‘’fortunately our Kheduts 
are meek and gentle. Had they amd:hing of the maidial 
spirit in them, they woidd have become mutiirous long before. 
However, it would be no matter for surprise if things tended 
in that direction sooner or later, should there be failure to 
take timely remedial measmes.*’ 


^Mien Sir Prabhashanker D. Pattani. the President of 
the Cormcil, was fully appii'^ed of the alarming economic 
condition of the peasantry revealed by the Committee’s inquiry, 
he got thoroughly roused and. with his characteristic imagina- 
tion and sympathy and wide loiowledge of affairs, at once 
realized that unless grave agrarian trouble was to be risked 
in the near future, it was imperative to take inunediate remedial 
measures to restore econoimc health to the debt-depressed 
and all but nisolvent Khedut. 


tec“ctpa': remedial measure adopted was the passing 

ed of a Khedut Protection Act intended to afford the indebted 

IHiedut rehef both in regard to past usurious transactions 
and protection against their ^-ictumzation in future. The 
Act is embodied herewith as Appendix III. 


A further justification for such exceptional legislation, 
ff one was needed, was promded by the fact that the Civil 
ouxts. working under the ordinary law and procedure, were 
unable to give any rehef to the oppressed Kheduts even in 
f if ° hardship, where there was a manifest suspicion 

of Sowcat hai-iig taken nndne advantage of the Khedut’a 
mdebted condition. The Soivcar being famiUar with the practice 
and procedate of the Court, took care to so manipuiate his 

atel°d r°a from *0 Khedut only signed and 

that tl f f 1 flawless in a legal technical 

that the Ooirt had no alternative left but to decree the amount 

sued for, unless it was to disregard and trample under foot the 
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• sanctity of the witten contract, on which civilized ' society 
■ mainly functions. The execution proceedings also worked no 
little hardship and oppression, and often when the decree re- 
presented a small, sum, the expenses of the proceedings, regular 

• and legal as also irregular and unaclmowledged amounted to a 
-sum as large as the one decreed. For whether the decree was 
for a large or small sum, the whole of the judgment debtor’s 
standing crops in a field Avould have to be attached in execution 
of the decree, and a Chowkidar at the debtor’s expense employed 
to watch over the crops, until the same matured and were cut 
and gathered. The ordinary machinery of the law was found 
to be totally inadequate to protect the Kliedut, and indeed to be 
helping in his further exploitation and spoliation, 

■ 28. This Act is largely modelled on the Deccan Agricultur- Mere 

ists’ Relief Act. Like its prototype, the Act invests the Court with inadequi 
powers; to open up the accounts of transactions from the"' com- 
mencement and to ascertain and award the sum really due on 
account of principal and interest at a rate not exceeding 12 
per cent. It also embodies the salutary rule of Dam-dupat, 

Such an enactment was overdue, there being no other course 
left open where the more advanced classes are found to exploit 
the poor as they have been seen to do here. Agreeing Avith 
the necessily of passing a law the Chairman of the Inquiry 
Committee remarked that even in advanced countries hire 
England, Acts have been passed Avith a AueAv to regulate 
the rates of interest not only for Klieduts but for all classes of 
the people. Sir Prabhashanker, hoAvever, felt that the disease 
would not disappear merely by enacting a neAV law. The 
following remarks of the Chairman of the Committee are 
interesting: — 

“ The Avhole question is very complicated. The 
financial relations of the lender and borroAver a very 
delicate matter alAvays— are involved therein. Kheduts 
do need the help of money-lenders every noAv and then. 
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olhei. over, we eannot < oamve at tiie piartice^; 

hrouglit to liglit dining the Comniittei 's inqniiy. If that 
he allowed, tlie londitinn of the Khednt would ’-oon 
woivoii and eeonoiuie min fiveitake the whole < la^-s which 
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which would -itop the pie-ent iiiuhecked e.v])loit:vtion of the 
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Debt mlcinp 
tion a 
preliminary. 


-9. At the ‘-aiiie time all agreed that legi'«lalion was ,at 
best ineiely a negative help, which wa*- not aileqnate to meet 
the leqnuemcnt- of the tave. As is well-known, the Deccan 
Agiicultmifets Itelief Art ha- failed to biing the needed lelief 
to the Ivhedut class, at least not to the extent anticipated, and 
naturaUy there was an obvious limit to the good that could he 
achieved by a mere legislative measme. how.-oever. well- 
intentioncd and carefully elaborated such a mcasuic might he. 

T'oud it he enough, the Chairman felt, to improve the 
ccon„m,c condition of the pooler KKodnls nnd nflord thorn 
acihtics to oMam neocscai,- finance iv.tl, greater caao in the 

tw “’ieelie'l the matter hr saying 

that all these measures should be preceded hy liquidation 

the Khpff '^ 4 - ^ Bliavnagar Barhnr along with 

Pedf^ p Act simultaneously sanctioned a Debt 

Bedemption Scheme, tvhioh would help wipe oil at one stroke 
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all the outstanding debts of the Kbedut and enable bim to 
write on a clean slate once again. 

30. Tbis Scbeme is pubbsbed berewitb as Appendix IV. Liquid 

Boheme ( 

• ' cd, 

Tbis was a scbeme depending for its success upon tbe 
voluntary co-operation of the Sowcars and the . Kbeduts ; 
and rule 1 of tbe Scbeme provided tbat tbe Scbeme would be 
applied in a big compact area, sucb as a Mabal or Tappa, where 
a majority of both tbe cultivators and Sowcars were prepared- 
to settle up their accounts according to tbe terms and condi- 
tions laid down in the Scbeme. Further, tbe scope of tbe 
Scbeme covered all tbe customers of tbe same creditor and aH 
tbe creditors of tbe same debtor. Again, as tbe redemption 
loan was to be advanced by tbe Darbar on behalf of tbe 
indebted Kbedut and then recovered from bim, though of 
Course by easy instalments, tbe amount of sucb loan bad 
necessarily to be limited according to tbe capacity and solvency 
of tbe Kbedut concerned. 

So according to tbe Scbeme, tbe amount paid in composi- 
tion was to be governed by a twofold bmitation, viz . : — 

(1) It should not exceed a sum equal to three times 
. tbe annual amount of assessment payable by tbe debtor 

Kbatedar. 

(2) Tbe total amount paid on account of a particular 

Tappa should not exceed four annas (:|tb) of tbe total 

nominal' outstanding debts of the Kbeduts of tbat Tappa. 
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applicatiok op the debt liquidation scheme. 


SECTION III. 

Application of the Debt Liquidation Scheme. 

Scheme first 31 . Tlic fcst to take advantage of the Redemption 
tahivda Tappa Scheme were the Kheduts und Sowcars of Panchtalavda Tappa 
Lilia. under Lilia Mahal. Earlier than tLat, the Gadliada Sowcars 

were approached to accept settlement of their outstanding 
accoimts with the Kheduts. But the attempt proved abortive, 
owing to the obstinacy and short-sightedness of the Sowcars, 
which prevented them from seeing that they would be enabled 
by such settlement to recover in cash and at one stroke far 
more than they could, if left to their own deAdces, hope to 
collect in a number of years from their Kliedut customers, 
suffering from chronic indebtedness. 

If the Panchtalavda Sowcars were more amenable, it was 
mainly owing to the persuasive efforts of Seth Permanand 
Hakani, a local Bania gentleman, who is both an agriculturist 
and a merchant, and who had considerable influence both with 
the Kliedut and Sowcar classes. Sir. Hakani made the 
Sowcars realize the advantages offered by the Redemption 
Scheme , and the Khedut classes of course were only too eager 
to have the opportumty of achieidng their economic freedom 
bj ha\ing the crushing burden of old debts removed once for 
all. So a Committee was constituted consisting of two 
members, one drafted from the Judiciary and the other being 
a Revenue Officer of the rank of Vahivatdar. They were 
assisted by a staff of expert accountants. This Committee 
commenced examining the accounts of Sowcars in Panch- 
telavda m April 1930. Before the Committee finished 
Panchtalavda the Sowcars and Kheduts of the two remaining 

Tappas of Liha Mahal came forward 'to have the Scheme 
extended to them. 

Of course the examination of the complicated and oftener 
an not manipulated accounts of the Sowcar was laborious 
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and exliaiisting ' work, and progress in tlie beginning was, 
necessarily slow . But witb growing experience and familiarity 
with the, nature of tke work, the Committee felt, its way more 
confidently and the pace of work quickened-. The result was 
that wlule the Panchtalavda Tappa alone took the Committee 
five to six months to finish, the other two Tappas of Lilia 
Mahal were tackled in the comparatively shorter period of 
three to four nionths each. In Liha Mahal alone, the 
•Bhavnaga;r:Darbar paid out to the creditors Es. 2 , 63,777 in 
composition of their nominal debts of Rs, 9 , 98 , 384 . 

32 . When the Liba Sowcars accepting the Scheme were 
seen to receive in cash such large amounts, the distrust with, 
which the Liquidation Scheme was first regarded began to 
disappear, , and the Sowcars of other Mahals also began to 
appreciate the imdoubted benefits of the Scheme. And so 
while the Committee was still engaged in Lilia Mahal, appljpa- 
tions were received for extension of the Scheme to Unnala 
Mahal. To cope with this increasing demand, the original 
one Committee- was increased to three, and more members 
from the Judical and Revenue Departments were drafted 
for their constitution. Before Umrala Mahal was finished, 
the adjoining Gadhada Mahal, whose Sowcars fii’st obstinately 
resisted the offer of -amicable settlement, came into line, and 
the Committees released fi'om Umrala Mahal were moved to 
Gadhada, ■ and before the end of October 1932 the whole of 
Umrala and Gadhada Mahals were accounted for. 

Two of the Committees then moved to Kundla Mahal and 
the third to Mahuva Mahal. Af oiily ^ limited number 
of Tappas of these two big Mahals asked for the application 
of the Scheme. But as the Avork progressed and large cash 
amounts were seen, - being disbursed by the Darbar to the 
Sowcars in settlement of their old claims, all the other Tappas 
of these big Mahals asked for the extension of the Scheme.. 
It was feit by .the Darbar that any delay in settlement of the 
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debts shown as outstanding in the Sowcar’s hooks, the 
amount actually paid in composition, etc., etc. It will be 
seen that out of a total number of 27,898 individual holders, 
15,405 or nearly 55 per cent, have been classed as free from 
debt and the rest, i.e., 12,493 or 45 per cent, have been found 
to be indebted. Among the ICliatedars classed as debt-free, 
are also included about 1,560 to whom the benefit of the 
Redemption Scheme could not be extended either because 
they carried on trade or other business in addition to agricul- 
ture, and if these are omitted, the number of debt-free Klieduts 
would be decreased and the percentage of indebted Kheduts 
would correspondingly go up. 

34. The total amount of nominal agricultural indebted- 
ness as shown in the Sowcars’ books comes to Rs. 86,38,874. 
Both the number of individual holders and the amount of 
nominal indebtedness show an increase over the figures of the 
original Debt Inquiry Committee. This is, in the main, 
explained by the varying interval of 4 to 8 years, that elapsed 
between the time when the figures for the first Committee 
were collected and the time when the liquidation scheme came 
to be applied at differing periods in the different Mahals. In 
the fairly long interval separating the first inquiry in a parti- 
cular Mahal arid the actual application to it of the Redemption 
Scheme, there must have been naturally some splitting up 
of old Khatas, or on the demise of the ancestral holder, the 
subdivision of the Kahta land among the male holders while 
the holding continued to be nominally joint. This accounts 
for the increase of Peta-Khatedars or individual holders 
to 27,898 against 22,413 returned by the first Committee. 

Siinilarly the huge outstandings bearing usurious rates of 
interest and further hable, on renewal of the bond, to increases 
of 25 to 100 per cent, and more, must naturally tend to swell 
the balance' outstanding. There may have been occasional 
repayments here . and there, which should have, one would 
expect,' gone to reduce the arrears. But the intervening years. 
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Ulongli genor.illy not much lielow normal, •were not also bumper 
years ; and fin-tliertliomargin from rvliicli tlic indebted Kliediit 
could make lopaymcnls in the Iasi few ye-irs. wa.s considerably 
diniinislicd by (lie })recipitale and continued decline in the 
prices of agiitulnual pioduce. Xo wonder, therefore, that 
rvliilc the first Committee loturm'd the total debt figure of 
the Kheduts at Rs. the investigation of the Ee- 

demption Committees undertaken after a lap.se of voars should 
liave slioM'it the amount of indebtcdnc.ss to be Es. 80,38,874. 
In other words thcie was jin increase of more tlian 50 per 
cent. But bc.>idcs tlic time factor acoounling for the largest 
pai’t of the mcToa'-e in tlie total amount of nominal indebtedness, 
a portion of the augmented figure must also be attributed to 
the tendency displayed by some Kheduts at the time of the 
original mcjuiiy to conceal the real position regarding indebted- 
ness, either, as stated before, for reasons of prestige or for fear 
of loMiig credit or it may be at the instigation of the Sowcar. 
Bm tin moti\e for concealment ceased to he operative when 
rt came to actual compo.sition and settlement of the debts, 
n eed the creditor Sowcar was most interested in notifving 
all Ins outstanding claims, as it was an essential condition of 
re ._cheme, when once it came to be airplied. that all debts 
r* liquidation were to be considered to liave 

^een fully paid up and discharged and all civil remedies in 
respect of such debts were expressly barred. Were this not 
so the Scheme would obAiously fail of itsprrrpose, wlriclr was 
consHt? T redemption covering all the Kbedut 

of debt wS' ’^'^tween the figures 

1 treta r “‘““1 and the flgnrea of 

“rfr 50 per cent.. 

estimate as , “J' conjectami 

r.mal ind* 

^ y xi siicli estimate is later to be 
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made the basis of a liquidation Scheme. It is no doubt a’ 
laborious piece of work to collect the figures of rural indebted- 
ness ; but the labour is worth taking if reliable, data are to be 
made available. 

36. The nominal indebtedness of Es. 86,38,874 di\dded inde 
among 27,898 individual holders of the State gives an average fn^^reiot 
debt figure of Es. 309 per individual holder. The ratio of 
indebtedness to land assessment, which is Es. 26,66,554 for 

the whole State is about 3 to 1. But if debt-free Kheduts 
are omitted, it is observed that 12,493 Klieduts paying an annual 
assessment of Es. 13,79,696 owe a total debt of Es. 86,38,874, 
and the average debt per each indebted Kliedut works out to 
Es. 691-7-11 and the indebtedness per rupee of assessment 
payable by each indebted Kliedut is Es. 6-4-2. These average 
figures, of course, vary for different Mahals, and the pheno- 
menon of the more lightly assessed Mahals showing greater 
intensity of indebtedness, which was noticed by the first 
Committee and has been referred to before, was also revealed 
in the course of the investigations of the Debt Kedemption 
Committee. 

Further the extent and intensity of indebtedness %vill be 
better appreciated, when one remembers that out of 44.8 per 
cent, of Kheduts classed as indebted, only 7 per cent, owe sums 
not exceeding 2 years’ assessment, while the rest are indebted 
m amounts exceeding 3, 5 and 10 times and even more the 
assessment payable by them. The percentage of the latter 
is as great as 37.8. 

Eedemption loan compared to assessment payable by the 
indebted Kheduts comes to Ee, 1-8-0 per rupee of assessment ; 
and the loan debt distributed over the area occupied by the 
indebted Kheduts works out to Es. 2-2-1 per Bigha. 

37. It was not without some feeling of nervousness that 
the Bhavnagar Darbar embarked upon this rmique enterprise, 
which was nothing less than a total and compete redemption nient. 
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of tlie wliole agiicultural class, involving tlie advance, as now 
seen, of tlie liuge amount of Es. 20,59,473 in composition. 

The ]lea^7 indebtedness of ube agcicnltuxal classes is a 
cbronic malady of almost universal prevalence in India, and 
( various paDiative and tentative measures have been suggested 
or applied to lighten the burden of the indebted Khedut and 
improve his financial condition. But the present wholesale 
experiment of total and complete redemption is unique and 
uncommon, and the enterprise on such a large scale is no doubt 
attended with some risk. But the risk, the Bhavnagar Darbar 
were corndnced, was worth taking. 

Barden of old 38. It is au axiomatic tnith that no industr}’’ can thrive 
rator of^taterlSt "^thout proper financing, and as agriculture is the largest 
fcaiiy'^resrft^g iitidustry in the country, its financing should be the first care 
m poor and in- of everyone interested in village uplift. But no Scheme of 

difierent agnciU' ax 

tnre. agricultural financing can be complete, which fails to emdsage 

the problem of old debts, which bear usurious rates of interest — 
anjiihing from 10 to 300 per cent, and even more as found by 
the Bankiag Inquiry Committee. Wliile this dead-weight 
hangs like a mill-stone round the Khedut’s neck, it is impossible 
he can have any interest in Lis work, and if he were less fatalistic 
and conservative than he is, he w'ould not have been able to 
carry on as he has up till now^. But if he has carried on, it is 
only as a listless and indifierent cultivator, who has no heart 
in his business. 

As a newspaper writer, analysing the Khedut ’s reaction, 
to indebtedness, says: — 

Agriculture suffers because, after all the human 
factor cannot be regarded as negligible and we cannot 
expect much from the labour and enthusiasm of an agri* 
^ culturist round whose neck hangs the huge mill-stone of 

old debts.” This view is further reinforced by the sense 
of relief experienced by the redeemed Kheduts. A? 
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Sir Prabliasliaiilcer wrote to a friend in reply to an inquiry 
. received about tbe Scheme, “ another favourable result 
noticed in the areas that have come mider the operation 
of the Scheme- is that where formerly the Khedut was 
a mere bstless and indifierent cultivator owing to- the 
ever-present fear of liis creditor attaching his harvested 
crops, he is now seen to put more heart and industry in 
his work ovdng to the sense of greater security and relief, 
brought about by the removal of the burden of past 
debts.” 

39. But one would think that the urgent need of debt- 
redemption in the case of the agiiculturists was hardly 
an arguable point. Indeed everybody seems to admit the 
grave and menacing nature of the problem ; and this makes 
still more surprising the ostrich-hke attitude too often adopted 
towards it. But as the Koyal Commission on Agriculture, forci- 
bly put it, “ the worst policy towards debt was to ignore it and 
do nothing.” The Indian Central Banldng Inquiry Committee, 
as a result of its elaborate investigations formed the deliberate 
opinion that the problem of debt redemption is one " of 
supreme importance from the point of the economic prosperity 
of the country as well as for the purpose of stemming the growth 
of discontent among a large section of the population.” Even 
political discontent in the country can be mainly traced to 
economic conditions of the rural population. As the Chairman, 
Diwan Bahadur Tribhuvandas, puts it ; — 

“ But I feel that the recent movement in politics 
has its origin in clironic indebtedness of the agricultural 
classes and their rack-renting by the superior holders 
to be met with everywhere. Any person can satisfy 
himself by visiting a village and examining the conditions 
of the poor classes. It is no wonder that political extremists 
easily find this a fertile field for their exploitation. It is, 
therefore, for tbe several Administrations to try to remove 
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these vossihililiesj hr adopting nil available means for 
the amelioration of tlie conditions of these classes. Our 
efforts are distinctly directed to this end, though ve are 
no propagandists hut silent rvorkexs in our on-n way 
and in oui- ov.m spheres.*’ 


Unle.^s therefore, the economic rehabilitation of the 
village cultivator is achieved betimes, the jiosition which is 
grave and menacing enough in all conscience, wiU continue 
to worsen and ultimately might precipitate a country-wide 
cataclysmic disaster far more serious than any artificial politi- 
cal agitation, however Aiolent and unscrupulous, could ever 
bring about. Tlie only way to a peaceful administration 
lies through economic contentment ; and relief of the burden 
of past debts of the village Kheduts — ^the backbone of the 
country ^is the first and essential step in that direction. 


Dctt Rcdenip 
tion. 


Upwt correspondent in the Tmes of India 

Scheme miiess recently remarked ; — 

precede^ by ‘ 

i^est to education, the most acute problem of 
rural economy is as to how to remove the bonds of rural 
mdebtedness that shackle Indian Agriculture. It is 
said that ‘ the Indian Agriculturist is bom in debt, hves 
m debt, and dies in debt.’ Thus the redemption of debt 
IS the fundamental condition precedent to the lamiching 
of any scheme of rural npliftment. There can be no 
denying the fact, therefore, that the further delay of 
age reconstmetion or even the adoption of lukewarm 
measmes would admittedly bring about disorder and 

■fr ^ ^ more dangerous character than those emanated 
from hread-nots of the urban unemployment.” 

that tTif. ®^^ation in some parts has become so acute 

fr™ ^ 4ht be eeved 

from utter rm„ was to allow tiem to repudiate all their debt 
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cxplaii.i-tion of tliis (tition^ plionoinonon h porJiaps fo be 
iountl in the follotMit" pa‘'S.ipe lakf'u from aletter ofSirPrablia- 
sbaiikei IkUlaiii to ilio AAoll-lciiown oo-ojioMtor and public 
woikcr Mr. DcvadJi.n. in icplv to .1 letter of liis incpiiring 
about tlio Bbavnagtr Sebome : — 


“ I am nopsyclio-.m.ily.^t : but it i- no nnooninion expe- 
lu'uce to find tliat Mlien one i^ eit'ner unable or umrilling 
to do a tiling, wliieli is otbeiwi^c Moitli doing, one does not 
a]\\ay.sronfe'=''Onc .siiudnlity. but by .i oui iou.s p'n'cbological 
pro(C''‘', one i‘- ofron .apt to deceive one's .self into the 
belief tb.it tbe thing aftei all not voitli doing .it all 
or the tune is not opjiortime foi doing it. At time.«. 
1 feel that .1 siniil.ir inont.d jiiofe-v*-, tlioiigb not distinctly 
recognised, i^^ behind the noii-^iosMimns attit ude adopted 
lOvanK tbe piobleiu of rui.d debt-redeni]ition. Mliile 
tbe sub-oonscious mind adniit.s tbe necessity of debt- 
redemption. tbe conscious mind is frigbtoned bv tlie 
seeming impo'^sibdity of tbe task and piocccds to justify 
to it‘=clj. iis attitude of inaction and liesitancy either 
b} dent mg tbe problem or belittling its seriousness or 
again b} conjuiing up a pietuic of tbe .same conditions 
being icpioduced in a few years after tbe old debts liave 
been once redeemed." (rfdr Appendix MI (4).) 


43. Another result of not going to the heart of the prohleiu 
and only keeping beating about the bush is to get .side-tracked 
m .sponsoring schemes of cheap and easy credit forgetting 
tte taitag. of okl debts from the past. So tvl.ero in tota! 
egard of past indebtedness, attempts me made to nnduly 

to Lr'r ““■“I’';'"*' ot other .schemes intended 

to pro ode east- Crete, they have not attained the measure 

rf sncce s greeted, if indeed they have not totallv failed. 

, 1“ T T “ocessarj- credit can have 

ht beef If "t oM debts 

has been successfully tackled once and for all. 
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indebtedpeasantiy iiyadvanfinga loanof nearly Rs. 21,00,000, 
and, fiutlici vdien an enlerpiising Ivhatedar irants to go ia 
foi some lostiy agiicultiiral improvement, such as setting 
1131 a jmmiiing plant, the Daibai lielp him to do so by giving 
Tagavi <KhancG& at easy rates of intciest. 


45. If tlic need for redemption is once conceded, the 
net cjiie‘'tion i.s liow to go about the thing. 

46 l''lr^t an attemjit sliould he made for liquidation to 
]iro( eed on a vohintaiy basis. As Sir Prahhashanker has said 
m a ifitei viitlen to a. friend, “ Mutual agreement and co- 
opoiaTion betivcen tlie leiidei and Uie borroiver is necessary 
foi the iieimaueut .solution of the prohlem, wliile compulsion 
may not 3)1 ove equally fruitful of success, if indeed it inav not 
lea\e an after-taste of had feeling and had blood ivhich may 
lead to future trouble betv'een the two classes.” {Vide 
Appendix PII (4)). Of course the Bha^^laga^ Scheme was not 
leadily acquiesced in by the Sowcar : but persuasion and 
propaganda of the right type and. above all. the actual demon- 
stiation of the scheme in practice resulting in the pa}-ment 0' 
huge cash amounts and even reimbursing the Sowcars in cas’i 
for old irrecoverable debts, gradually diminished the volune 
and intensity of opposition and as the ojierations of the schene 
were extended, it found increasing favour mth the larger holy 
0 tie Sowcars m the State, excepting for a httle ineAutmle 

opposition from a section of the Sowcars, wldch continued Tell- 
mgb up to the last. 


47. Of course there can be no question of repaidng i ful 
all the nominal outstandings claimed by the Sowcar'. Inmos 
cases, the nucleus of original advance is small and the ..mllei 
gures consist mostly of accumulations of interest, comnssion 
of sum advanced in com-ositioi 

Oue regard to th. 
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who is air but insolvent. • In the Bha^’nagar Scheme, the sum 
to be paid in redemption of the debt of an indhddual Khedut, 
it has been laid dowm, should not exceed an amount equal to 
three times the annual assessment payable by him. 

48. . If redemption is deeided upon, the present is the most 
propitious time, for undertalring the task. The margin of 
agricultural profits, from which the individual Khedut could 
hope to make repayment towards interest and principal is greatly 
reduced owing to the prevalent economic depression, especially 
in the prices of agricultural commodities, and the creditors 
unable to make any recoveries on their own, would be in a more 
amenable mood to agree to a scheme of composition, which 
holds out immediate prospects of payment. 

Moreover, it is being increasingly recognised that it will be 
most unfair and inequitable to insist on the full realization of 
feed money-charges, such as the Kheduts’ debts, owing to 
the Sowcar, incurred at a time when prices were ruling much 
higher. At present with the disastrous fall in prices, the Khe- 
dut is now required, in order to raise a specific amount, to part 
with double and more than double the quantity of his produce, 
which would have formerly sufficed for realizing the same 
amount. It is as if the rupee-measure has changed overnight, 
and the hardship . caused is not less than would be the case, 
if a maund, which was supposed to weigh 40 Tolas, suddenly 
began to weigh 80 Tolas. 

Again with reduced land values and low commodity prices, 
it would be much safer to correctly appraise and calculate the 
credit and capacity of the indebted Khedut for repayment of 
the redemption loan, without the risk of such calculation 
Subsequently proving erroneous than would be the case in a 
period of boom, when land-values and prices were inflated, 
leading to an exaggerated view being taken of the Khedut s 
margin of profits, from which he was to pay the redemption 
loan,. - 
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Aiiotlier faclor tending still furtlier to reduce the margin 
of the Kliedut’s profits -svas the greatly increased cost of cultiva- 
tion due to increased lahour-cliarges. It should not he assumed 
that vith the decline in commodity prices, there has been a 
conesponding decrease in labour ivages, which have rather 
tended to lie maintained at a fairly high level. Indeed the 
Committee noticed that in several villages the wage earners 
popularly termed Uhhads, seemed to fare better than the 
regular Khoduts, a few Ulihads here and there being even 
able to advaure money to Kliednts from tbeir savings. If the 
advances lequired a,re not forthcoming from the State itself, 
the necessciy timds in these times, when so much cheap and 
fluid money is going about seeking investment, could be easily 
laised at low rates of interest, by properly organised Land- 
mortgage Banlcs or similar organisations. 

49. Of coiu'se, it would be hazardous to make any fore- 
cast regarding the future after wholesale redemption has been 
onee effected. Our experience in Bhavnagar is of far too 
short a duration to base any generalizations upon. But 
the very fact that the Hhedut is free from the load of old 
debts, should improve Ms credit and enable Mm to obtain 
advances on easier terms, should he require them. 

50. As stated before, the money-lender cannot he 
altogether replaced. Diwau Bahadur Tribhuvaudas in tMs 
connection remarks in the course of a Council minute dated 
15th January 1932, as follows 


^ understand, it is not our idea to destroy 
he relations between our Kheduts and their money- 
knders, indispensable as they are in a Milage commumty. 

a we aim at, is to remove the present conditions and 
to restore the pristine purity of those relations. I would 
no mm , if our Kheduts incur productive debts even at 
12 per cent, interest. That will not kill the goose. But 
we know these conditions do not exist at present between 
em. an he present unproductive debts of our Khedute 
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are acctunulations of ages of principal and tlie exorbitant 
rates of interest and commission cli8,rged thereon. The whole 
class is involved therein beyond redemption, and. by our 
measures we desire to extricate them from their present 
embarrassments. The Khedut Keb’ef Act,wehave passed, 
would control the rates. But the object of redemption of 
these debts by Darbar loans is to lighten the burden of the 
past improductive debts. Once this burden is removed, I 
believe, it would be possible to have the old relations 
re-estabhshed. The capacity of the Kheduts to repay the 
loan vdth reasonable interest would increase, and tliis con- 
dition would naturally reduce the present rigorous terms.” 

That it was never intended to oust the Sowcar class al- 
together, would be made still clearer from the following extract 
from the Report of the original (,'ommittee : — “ It is obvious 
the State cannot replace all the Sowcars nor has the Darbar any 
intention of doing so. No one acquainted Avith rural life will 
grudge to aclcnowledge the important and useful part the 
Sowcar once played in the economic life of the village. At the 
same tiine it cannot be denied that of late years both the 
Sowcar and his IHiedut customers have been greatly estranged, 
and, the breach is daily Avidening. Certainly there is nothing 
left of the old personal touch and s}nnpathy, Avhich made their 
mutual relations so happy and useful to both sides. And it is 
because the Darbar earnestly AArish that these old happy rela- 
tions may be early restored to the mutual benefit of both the 
Khedut and the SoAvear, that this big experiment has been 
Amdertaken of wholesale and simultaneous redemption of all 
the lOieduts of the State, and surely it is not too much to hope 
that, with th e Kheduts freed from old debts, the Sowcars Avould 
resume their old connection AAuth them, charging only moderate 
rates of interest, and at the same time the old nexus of 
personal touch and sympathy Avill be restored. 

51, -That the Scheme was on the whole just and equitable ^^Scheme 
and meant to deal fairly also by the Sowcar, should be evident JXinte, 
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APPUCATION or THE DKHT LIQUrDATIOX PCHEMn. 


After-eflccts of 
redemption. 


Uncertain 

future no excuse 
for delaying 
necessary action" 


Redemp t i o n 
saves liuge in- 
terest charges. 


fmn the fact tliat as the operations of the Scheme extended, 
the Sowcars tliemselves ]<rayed for the application of the 
Sdieme. Tliis u’-ould 3iot Jiave hecn rlie case, were tlie Scheme 
oulr one-sided and not to the intei'est of the lender also. 

52. Tlie Bhavnagar Darhar are carefully watchhig tlie 
after eifeets of tlio \vhole.srde redemption of the Ivhednts’ 
debts. So :ar there has not been noticed any marked tendency 
to in< ur fresh dehts in tlie redeemed lilahals. altliough nearly 
lluee year.'- and more have elap.sed in some cases. But we may 
grant that a e('rtain percentage of redeemed Kheduts will 
again : elapse in the old condition of indebtedness after a few 
3 'ears. But it i.s expected that the warning of bitter past 
oxj'erienee vill in the inajorit}’ of eases act as an effective 
deterrent against the Ivliednta repeating their past improndent 
practices. 


53. Blit granting that the future is uncertain, that, it is 
submitted, should not be made an excuse for not undertaking 
or dela 3 'ing action, whose nccessit 3 ^ is otherwise plaiiil 3 ' 
indicated. ( ThWc Appendix VII ( 2 ). ) 


But one in this comiection, ask in the words of a 
new spaper correspondent : V' onld it be statesmansliip to 
allow agricultural indebtedness to grow unchecked till the 
agriculturist became a free, enlightened, economic, human 
umt. It IS a Aucious circle, really, and a beginning has to he 
made somewhere m the refonn of the conditions under which 
the agriculturist lives, moves and has his beino ” 

O* 


+1 VI a ?? undoubted benefit conferred on 

ST W Hqmdatiou of Ids old debts is the substantial 

m mterest charges, which he had to annually pay in 
cash or commodity, or faihngthat, winch continued to be added 

amolt / T ^ nominal outstandings 

same wn l/ interest charges on the 

same would alone amount to Es. 21,00,000 and more calculat- 



REDEMI’TIOX SAVES HUGE TXTEREST CHARGES. 


io 


. ing interest at tlie rate of 25 per cent., wliicli is imf ortunately 
the ordinary rate levied, though cases of still more extortionate 
rates being charged occur only too frequently. Indeed the 
Central Bauldng Committee has found that the interest charged 
by the Aullage Sowcar may be anything from 10 to 300 per cent, 
and even more. 

55. In short the Kheduts of Bhavnagar have had their 
arrears of debts owing to the Sowcars compounded and paid off 
by a sum of Es. 20,59,47.3, which is certainly much less than 
what the Sowcar used to either actuall}* le^’}' in cash or charge 
to the lOieduts’ debit account by wa.y of interest alone ever}' 
year. Prom the standpoint of the State, it may be added, if 
Bhavuiagar’s limited experience, is any authority, that the State 
undoubtedly .stands to ])enefit greatly by making its peasantry 
debt-free . If the Khedut formerly was not prompt and punctual 
in paying the assessment, and, as a result large arrears of 
land Eevenue piled up, it was ns the Committee’s investigations 
revealed, mainly due to the Khedut being head over heels 
in debt to the Sowcar. And though the Land Eevenue is in 
theory a first charge on the land produce, the more vigilant 
Sowcar always' succeeded in recovering his dues fost. But 
that is now changed, and wholesale redemption of the peasantry 
has resulted in better and easier recoveries of land revenue, 
which would not have been otlierwise the case in these days of 
abnormally low prices. It was noticed that even where the 
season has been below, normal, and where formerly the Khedut 
weighed down by the burden of past debts, would have short- 
paid by 4 to 6 annas, the State has been able to recover the full 
wnit of assessment and also something towards arrears. So 
even putting it on the low ground of self-interest, the State 
itself stands to gain enormously by redemption of its peasantry , 
and the favourable result in recoveries, though only an incidental 
advantage, is by itself, a sufficient justification, if one were 
needed, for redeeming agricultural indebtedness. 


Redeu 
oi.?o re; 
easier ati 
rccoverit 
Land Re 
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Gnit'^ful Ivhe- 
dut*; begin to p3j 
towards redemp- 
tion loan iO 
advance. 


Indc b t e d- 
ne«s both a 
symptom and 
disease. 


56. It "was found that in some places Kheduts have 
vriUingly deposited in advance large smns to set off against the 
loans to he advanced to them in discharge of their debts, even 
before the compounding loan had been jiaid to the Sowcar 
concerned. This shows xhat this attempt to make them debt- 
free is rxot enthely unappreciated by the Kheduts. 

57. But it has been contended that indebtedness is a mere 
symptom ; and mere symptomatic treatment cannot meet the 
needs of the case. This is no doubt true to a certain extent, 
but it is not wholly true. Argument by analogy or metaphor 
is never safe, and oft-ener than not proves misleading ; for one 
is apt to get a rather distorted view of the object sought to be 
explaiued thereby. It may be granted that the low economic 
condition of the Ehedut and the narrow margin of profits of 
agriculture, which generally necessitate the incurring of debt 
in the fii’st instance, are the root cause of the evdl. of which indebt- 
edness is a mere symptom. But if it is initially a mere symptom, 
the alaiming way, in which the first small nucleus of indebted- 
ness has shoAvn a tendency to accmnulate, in spite of repayments 
on account, often several times the original advance, makes of 
It a disease by itself, requiring independent treatment. 

But, to get a clearer view of the whole position it would be 
V ell to \ ary the metaphor and inquire whether the removal of 
debris of an accident from the tracks of a Eailway is not an 
essential preliminary in restoring the interrupted trafldc. Of 
urse the remoA al of the debris would not immediately result 
m resumption of the traffic, nor would relief from indebtedness 
immediately lead to economic prosperity of the Khedub. But 
It cannot be denied that the suggested action in both cases is 
an essential preliminaiy to clearing a road, hitherto, hopelessly 
1 oc -e . an m that sense, settlement of debts must prove the 
laS^ts"^""^ economic recovery of the indebted 
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VILI-J^GE TAKCHAYAT : A COMPI-EMEJ-TARY MEASURE. 


g(jjj 0 jjjg call lie dcvisGcl, wliicli aviII cnablG tlicni to iiXGGt 
tlieir liabilities ivithoiit incurring furtber debt. It, 
therefore, becomes the dut^' of the Darbar and I invite 
the co-operation of tlie merchants— to find out a way 
by Aviiich the whole village community can live in peace 
and manage their ovm milage afiahs. Thus and thus only 
can the seeds of self-reliance and mutual co-operation be 
sown." 

The Committee themselves stressed the need of supple- 
menting agricultural debt redemption by suitable measures, 
as rvill be seen from the following taken from the concluding 
Chapter of the Eeport. ; — 

It was felt and rightly felt that the problem of 
agricultural mdebtedness is not one that can be rightly , 
and separately tackled, without deahng at tlie same time 
vith the whole economic life of the village. Indebtedness 
is. after ail. a s\-mptom. whose treatment alone cannot 
achieve the desired object, which is nothing less than the 
rehabilitation of the whole rdllage life itself, and so the 
Panchayat is dehberately intended to cover more or less 
the whole field of r'illage life.” 

Object^ and 59. AMiat is .‘bought to be achieved through these 
Panchayats will be clear from the followmg passages relating 
to the grant of Panchayat taken from the Committee’s 
Report: — 

“ It is weU-known that the old village communities 
hamng disappeared, with it. has also passed awav the sense 
of corporate life. IITiile personal hygiene of a kind exists, 
general sanitation rvorth the name is non-existent. Agam 
the absence of corporate consciousness renders the 
Auilager helpless not only against thieves and dacoits 
coming from outside : but they are equally unable to keep 
under control the bad characters in their omi midst, from 
whom hardly any A-illage is free. These are a terror to 
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tlie whole village, and they make a hell of the life of the 
honest agriculturists by clandestine grazing, by .cattle- 
liftiag, by levying Mosul and by threat off arson, which 
is too often actually carried out to serve as. an example 
and a warning. . 

“ But it is hoped that the grant of Panchayat will 
enable the village to eifectively deal with all these evils. 
The grant of Panchayat will mean the practical transfer 
of the whole village adniinistration to the villagers 
themselves -with the minimum of outside interference. 
Por it vests the Panchayat with the power to select and 
nominate persons of its oum- choice for the \dllage offices 
of .Talati, Mukhi, Patel, Chowkidars, etc., and the latter, 
therefore, will be real servants and not masters of the 
village, rendering better, more loyal and efficient service. 
This will also better enable the Panchayat to control and 
keep, on their proper behaviour, the bad and more 
intractable characters in the village. In an extreme case 
the village can also a sic for the removal from their midst 
of a particularly desperate and dangerous character, who 
cannot be tackled by the ordinary process of law, because 
perhaps so great is the fear he inspires that no one will 
come forward to bear witness ' against him. 

“ Where the ground is prepared and a demand made, 
freedom Avill be given within hinits, to the village to 
determine its own method and procedure of revenue 
collection. It can also punish contumacy to the extent 
of forfeiture of land and auction a vacant holdiog. It 
can also build up a reserve from the savings remaining 
after payment of the Darbar dues and the reserve ^vill be 
available for any common use, which may be decided 
upon by the Panchayat. AVhere the reserve is large 
enough, it can be even utilised for financing the agricultural 
needs of the Edieduts. 
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appendix III. 

The Bhavnagar Slate Kheduts’ Protection Act. 

Wliereas it- is expedient to prevent the mone 3 ’'-Ionders from taking 
undue advantage of the illiterate and indebted condition of tbe agri- 
cultural classes, it is hereby enacted as follows ;~ 


CTLVPTEP I. 

Pkelimixary. 

1. This Act may be called ‘ The Bhaxmagar State Kfieduts’ Pro- 
tection Act,’ and it shall extend to the whole of the Bhavnagar State conimen 
from the date of its publication in the D.irbar Gazette. 

NOTE. — Section 10 of this Act siiall also apply to civil suits ponding in Courts on the 
date on which this Act comes into force. 

2. If there is an}i;hing in other Acts now in force, repugnant or 
eontraiy to the provisions of this Act, then those Acts shall not apply 
to that e.xtent to the provisions o£ tliis Act. 

3. Unless there is something repugnant in the subject or context, — constr 

(a) “ Agriculturist or Khedut ” .shall mean a person, who, residing 
irithin the limits of tlic Bhavnagar State, by himself or by his servants, 
earns his livelihood wholly or principally by agriculture carried on as 
Khatedar (registered holder) or Sub-sharer in the Darbari Kliata land 
{registered holding). Such a person shall be deemed to be an agriculturist 
even if he carries on agriculture in other Mulgiras or Baralclililandalong- 
with the Darbari land, and the word “ Agriculturist ” shall also include 
his sub-sharers living as members of a joint family along with him. 

note. — ^A n agriculturist, wlio Imving first obtained tho necessary sanction, has leased 
hia Darbari land to others for agriculture, shall not tberehy cease to be an 
agriculturist udthin this definition. 

' (b) “ Money ” shall bo deemed to include agricultural produce, 
implements and stock. 

(c) “ Standing Crops ” shall include crops of all sorts attached to ^ ^ ^ ^ 
the soil, and leaves, flowers and fruits upon and juice in trees and shrubs. Crops.- 
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CHAPTER II. 

Of Kinds of smls amt jdace of siting accoi-ding to this Act. 

Application oi 4. Tlie prnvihioBs of tliis Act shall apply to ; — 
this Act. 

(1) Suits for an account instituted by an indebted agriculturist 

according to the provisions of section 5. and , 

(2) Suits for the recovciu' of monej' alleged to be due to the plaintiff 
creditor 

On accoimt of money lent or advanced to or paid for, the agricul- 
turist defendant, or as the price of goods sold, or on an account stated 
between the plaintiff and the defendant, or 

On a written or unwritten engagement for the payment of money 
not herein before provided for. 

Apriciilta r i s t 0. Any agriculturist who on es any debt to his creditors as shown in 

fo^r accounts. sUb-scc. 2 of Soc. 4. mav sue for an account of .such debt and of money 
paid by him to the creditor, and for a declaration of the amount, if any,' 
still payable by him to the creditor. 

Place of suing. 6. Subject to tlio pecuniary jurisdiction of Courts as providedior in 
other Acts, suits to which the provisions of this Act apply, shall be 
instituted m a Court wnthin the local limits of whose jurisdiction the 
agricultur^it. whether he be plaintiff or defendant, resides. 

XOTE* — ^Every sucli mut, in there are more thaii one agriculturist as plaintiffs 

* or ilcfendant'i, ^vho reside "withm the local juTi'=^diction«» of different Courts, may 

be instituted, with the leave of the Court, in nny of such Courts. 


CHAPTER III. 


Of hearing of suits according to this Act. 


Summons fo I . In every case m which it seems to the Court possible to dispose 

be for final dis- f-, 

posai of suit. 01 a suit at the hrst hearing, the Summons shall be for the final disposal 
of the suit. 


Oral evidence 
admissible not- 
withstanding 
VrTitten agree', 
meat ^ 


8. In suits, to which the provisions of this Act apply, the Court 
shall, notivithstanding anything contained in ‘the Evidence Act or in. 
any other law for the time being in force, have power, in order to imjuire 
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iiito and determine the real nature of an}’’ transaction hetn-een the 
agriculturist and his creditor, to admit evidence of any oral agreement 
or statement pertaining to such transaction, even thougli the transaction 
has been the subject of a witten agreement. 

9. In any suit to which this Act aijplies, the Court, whether the Parties to be 

amoimt of the creditor’s claim is cli.sputed or not, sliall examine hotli the WsX^of tvant 

plaintiff and the defendant a.s witnes.SB,s and shall enyuire into the T i s t 

history and merits of the case, from the commencement of the transac- debtors to bo 
, ■ . - , . . . . investigated, 

tions between the parties, out ot which tlic suit iia.s arisen, first with a 

view to ascertaining whether any fraud, mistake, undue influence or 

any such thing has been practised upon the agriculturist-party, andj 

secondly, with a view to taking an account between the parties in manner 

hereinafter provided. 


JtOTE. — It is not to bo understood that it is rnmijulsorj' to examino the plaintiff and tho 
defendant as witnes.ses according to the provisions of this section, even when 
the Court, for obvious reasons, deems it unnecessary so to do. But tho Court 
shall in that case record its reasons in writing. 

10. ^\^len the Court inquhes into the histor}’’ and merits of a case 
from the commencement of the transactions between the parties, in 
accordance with the provisions of Section 9, it shall 

notwithstanding any agreement between tlie parties as to allowing 
compound interest and, 

notwithstanding any statement or settlement of account or any 
contract purporting to close previous dcalingsandcreateanewohligation, 

take the account according to the following rules ; 

(1) The account shall be inquired into and ascertained from the 
commencement of the transactions to the date of the suit : 


(2) Separate accounts of principal and interest shall he taken , 


(3) In the account of principal, there shall he debited to the -debtor 
such money as may from time to time have been actually iccewed by 
him or on his account from the creditor, and the price of goods, if any, 
actually sold to him or on his account by the creditor , 


NOTE.~(i) Care should be specially taken that Vatav or such other itcru, if any, 
added to the money actually advanced, or to the price of the goods actual y 
sold, sliall noli enter into tho account of principal. 
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(2) Whea Uie price of grain or nny other goods is to bo debited or credited. 

It should be debited or credited, as for gram, having regard to the rates 
of price published in the Darbari GaTctto of the time, and as for other goods 
hai ing regard to the market rates pres aduig at the time. 

(1) Interest accrued due should be kept separate and special 
attention should he paid to the fact that interest does not get included 
'n the principal ; 

(5) Simple interest only shall be allowed at the contract rate, 
but more than 12 per cent, shall not he allowed ; 

(6) Interest to be debited monthly ; that is interest only on the 
balance of principal outstanding at the end of a month shall be com- 
puted from the beginning of the next month ; 

(7) All money paid or goods delivered by or on account of the 
debtor to the creditor or on bis account and all profits in the form of 
Vatav of Kotbli-chliodaman, (be it in cash or goods) and other advantages 
of ever)' description, received by the creditor from the debtor in the 
course of the transactions, shall be ciedited, first, in the account of interest; 
and when any payment is more than sufficient to discharge the balance 
of interest due at the time it is made, the residue of sucli pajnnent shall 
he credited to the debtor in the account of principal. 

(8) The accounts of principal and interest shall he made upto 
the date of instituting the suit, and the aggregate of the balances (if any) 
appearing due on both such accounts against the debtor on that date 
shall be deemed to be the amount due at that date. 

Damdnpal . — But if the balance appearing due on the interest 
account, exceeds that appearing due on the princijial account, double 
the latter balance shall be deemed to be the amount then due and, that 
amount only, the Court shall decree. 

Regarding 11. Ill regard to decrees standing against the agriculturist when 
this Act comes into force, and decrees included in other debts, when 
they come before the Court in execution or in a suit, account should 
also be taken of such decretal debts in accordance ivith the provisions 
of Sec. 10. In taking such account, if it appears to the Court that the 
transactions which have led to the passing of the decrees, are a part 
and parcel of other transactions entered into between the parties, then 
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ilie whole of the transactions should be inquired into, as if the agri- 
culturist 1ms instituted a suit for taking accounts in accordance with 
the provisions of Sec. o ; and the amount retuaining due by the agricul- 
turist should then be ascerfniued. .But the ascertainment of such 
amount, shall not, e.vcopt under circumstances mentioned in Sec. 12, 
entitle the creditor to realize from the agriculturist debtor any .sum in 
excess of the balance due under the. decree, which, on coming before the 
Court had led it to order the taking of accounts in accordance udth the 
provisions of this section. 

12. (1) In suits for account according lo Sec. 5 and at the time 
of taking accounts according to Section 11, besides ascertaining the 
amoimt remaining due by the agriculturist, the Court has power to 
■direct that such amount sliall be paid by instalments udth or without 
interest. But if in the account u])to the date of the institution of the 
suit the interest accrued due is equal to the amount of the principal, 
the Court shall not direct instalment with interest. 

(2) ^Mien the Court has directed payment of the amount by 
instalments according to sub-section (1), the agriculturist-debtor may 
pay, into Court, the amount of each instalment, as it falls due, in default 
"ivhercof, execution of the decree may be enforced by the creditor in 
the same manner as if he had obtained a decree in a suit to recover 
the debt. 

13. mere tire Court awards interest, if at all, from the date of the 
suit to the date of the decree and from the date of the decree to the 
Tealization of the amount due, it shall not award more than 6 per cent 
interest. 

14. The Court may at any time direct that the amount of any 
decree passed under this Act, or the amount ascertained due after proper 
enquit}^ according to Section 11 into the decrees passed before this Act, 
■siiall be paid by instalments with or without interest. 

■ 15. The interest to be awarded under this Act shall be simple. 


In suits accor- 
ding to section 5 
and section 11, 
instalments may 
be granted in 
the decteo. 


Interest after 
the date of dec- 
ree. 


Power to fix 
instalments in 
execution. 


Simple interest 
to be awarded. 
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CIL4PTER IT. 


ZUlSCELLAXEOUS. 


Suit to mclndo 16. intere tte creditor files a suit. such, suit sliall include all arrears 
of debtc due to Iiiin by the agriculturist defendant. 

Re : court fec^. 17. A suit bv an agriculturist debtor shall be exempt from the pay- 
ment of Court-fees. MTien the suit is by a creditor, he will at first be 
liable to pay the Court-fees, according to law. but the amount of Court- 
fees upon the sum decreed will be remitted to him. 


. Proof of 
pa\mcnt and 
ndjvtstmtnt. 


IS. The agriculturist debtor shall be at liberty to prove any pay- 
ments made by him totvards the decree, oven though such payments have 
not been certified in Court accordmg to law ; and he shall also be at 
liberty to prove even such pavments as are made after this Act comes 
into force. 


Prodaction of 19. If the Court -sitisfii'd that the creditor intentionally abstains 
aMoiinrt. ^^om pro iuciiig books of recounts of previous transactions, it shall 

dhmiss the smt to that extent. If the Court has reason to suspect that 
the creditor do's not intentionally produce books of accounts, one 
half of tin bnlarce due on i^hc earliest account produced, shall be counted 
as prmcipa! but if the Court is satisfied that the debtor has received full 
consideration and that the accounts produced by the creditor are tnist- 
vorthy. tlieu tlie full amount may be awarded even in the absence of 
precious accounts. 

^ Power (o m.itp 20. "W jth a View to carrt- out the object of this Act. the Darbar may, 
from time to time, mike, in conformity with the provisions of this Act, 
such rules, as are deemed to be necessarc*. in regard to the manner of 
taking account- and other matters. 
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■ The Kliedut Debt Redem-ption Scheme. 

Council Resolution No. 219, 

A Committee was appointed to enquire into the indebtedness of 
the Darbari Kheduts of this State. As a result of the enquiries made 
by this Committee^ it has been found that the terms of dealings between 
the merchant, creditor and the Rhedut debtor were as ft rule fixed by 
taking imdue advantage of the ignorance and need of the Kheduts, 
Similarly the account books of creditors have been found to be contain- 
, ing many, irregular and suspicious entries. So with a view to improve 
this state of thing, and to place the relations between the creditor and 
the debtor classes on a purer and better footing and also, to enable 
the latter to recover the monies advanced by them at reasonable rates 
of interest, the Darbar have considered it expedient to draft a bill called 
the Agriculturist Protection Bill and to publish it in the Darhar Gazette 
by Outward No. 1179,- dated the 4th October 1929, for the information 
of the public and for giving them an opportunity of offering their views ; 
and after taking into account what they have to say in the matter, such 
action as is -thought necessary and proper would be taken. But in the 
meantime the Darbar desire to liquidate the past debts of the Kheduts 
by advancing loans to each individual Khedut at easy rates of interest, 
if Such liquidation is possible and if the Sowcars are prepared to accept 
the actual principal originally lent pbis interest at a moderate and 
equitable rate. Now, therefore, it is considered expedient to order 
as under ; — 

1. ; If a, majority’’ of the Kheduts and Sowcars of any’’ Mahal 
‘ of this State jointly, apply, -expressing a desire to avail of this 
■ liquidation xcheme, the Darbar will be pleased to fa'vourably 
'■ consider such application. 

■ ■ 2; • Upon such an appliCation being made by both the creditors 

and debtors, the Darbar "will appoint a Debt Taquidation Committee 
as under :• — 

(a) ■ This Committee will consist of two Darbari Officers, of whom 
. -one will be -drawil from the Revenue Department and one 
from the Judicial Department. 
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(h) Till’ cn'ditors of tlu‘ ^lalinl, ■ivlio'-c oiits-fantlin." acconntB with 
tisf nrc Jo lie liijuidnffti. will iiomiiiaJo two ic.«- 

ptvf.iljli' ranoh. who uill ho to t!l^ Committei' 

ns Jiii'inhrr.' rej)ro-Mitin" tiso orf-ditor.’'. 

(c) Till' Darhari Oificcr^ ini'iit ionod in .-ul)-t‘!ini'=c («) and tlio 
r.nicli on hclialf of iho (r>’'iitor,‘> mriitinini] in Buh-clninf' {h) 
v.'il! jointly to-ript t>ni‘ or tnf> rosjioctnlih' jhtboiis of tii<’ 
\’illnt!(* in ri-unrd to which the work of fi'jiiiilntion is taken 
in hand. 

3. "When this Coininittoo will take jn hand, the work of 
liipiidation in respect of any villnpc. a!! the credit or.e and all the 
<li‘btor.sof that village shall "ive an timlertakin" to the Connnittoe 
to the eflect that the awards <if ihi'' ('onimittee shall be hindine on 
both the parties. 'Iho'e, wh.o refii~e to d(> so, will Ije debarred 
from tbc benefit of the liipiid.ttion se'iK-ine, 

■1. All debts whether decretal or attestts] by a bond or othor- 
wi.se due by all the debtor.s of enry creditor and to nil the creditors 
of every Ivhednt debtor npto the date of the eomnieneeineut of the 
work by the Conmiiftee .shall be inelnded in the litpiidation .scbenie 
and unlo'-.s this is lione, the work of liijuidatlon shall not proceed 
am further. 

o. Phis (.onimittee shall, Imvins; regard to the statement of 
objects and reasons aeconijianying the Draft Agricultarists’ Relief 
bill published in the Darbar Gazcflv, e.vaniine accounts in accordance 
nitli Section 10 of that hill and fi.v the amount of debt out- 
standing. 

0. If the total amount, that may bo aw-arded in satisfaction 
of all the debts of any Khedut exceeds a sum three times the 
amount of the annual assessment payable by him, then the latter 
sum oulj shall he ratoably distributed among the creditors, and the 
debtor Khedut shall be disclmrged in rcsjicct of the balance 
remaining. 

7. kAlicre the total amount adjudged, under clause G, to be 
given to the creditors on behalf of the indebted Khoduts is within 
the limit of a certain anna proportion to bo fixed by the Darbar 
of the nominal arrears outstanding in the books of accoimts of the 
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credifoTs, tlic Durbar pliall Tuuicrfabc to disburse sucii amount ; 
and ahvars bearing tliis limilation in mind, tbe creditors and the 
debtors, vill, the Dar1)ar Itope, co-operatc in enrin’ing out the work 
of Iifpiidation. 

S. The. Corniuittce sliali j.repare a statement sliowing the 
names of each individual Khedu; dftuor logetlicr rvith those of his 
creditors and the amount proposed to ))e awarded in liquidation 
within thclimits prescribed in clauses G and 7, and shall then request 
Durbar's sanction to flio statement thus prepared. 

ft. If this statement is considered as fit to be sanctioned, the 
Darbar will order advances, to be made on bcbalf of the Kheduts 
concerned, of the .sums shown in ihe statement at a rate of 4 per 
cent, per annum simple iiuerest. and the Committee shall then 
dishursc the respective amounts to the creditors, after first obtain- 
ing a di.scliargc from iJiem. 

10. After liquidation lias been effected in pursuance of this 
Resolution, all debts of a date prior to tlic date ol liquidation shall 
be considered to have been fnllv j'nid np and discharged, and no 
suit shall be entertained in any court, of this State in respect of any 
such debt. 

11, For tl.e recovery with interest of the sum, wliicli the 
Darbar may have advanced on behalf of any .Khedut imdcr clause 9 
for the liquidation of his past dcbf.s, the produce of such Khedut 
shall be brought over to the Darhari Khalnwad, and, after setting 
apart the State's share that would bo due under the Bhagbatai 
sj’stem, the Darbar sball finst deduct from tlic sale proceed.s of such 
share, the amounts due on account of the current year’s assessment 
according to the Kam fixed as also the Tngavi loans falling due and 
then apply the remaining balance towards payment of the interest 
and principal of the Redemption loan advanced on behalf of the 
Kheduts and this shall be done from year to year until the whole 
oi the amount due on account of sucii loan is recovered in full. 
The Khedut’s share of the produce will bo left to tbe Klicdut and 
tins will enable the Khedut to inaintain himself with ease. Any 
Klicdut, who lias a bumper crop and wlio desires to reimburse in 
full the loan advanced for liquidation of his past debts, will be free 
to do so. 
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12. Anv jvw jioint ari‘>iiic (hiring tin* of the 

Conuaitrif* apj.oii t<ii for tlio «orl: of liqiiiilation, w1ii<-li f.innot 1)“ 
chu-iuf.tf 1 li\ r. fi n'nro io t^lt^ jirovi-ioi!-' of llii'- rr-ohition, .•■liall Iw 
reforr. .1 !j_\ tin* (.'(•niinittfo lo tho Duroar for onior.^. 

Thi'- rt''^'!uti”U .''Hall ho jhiIiIs'Iuv] iu tlio Dtriinr for tlio 

iiiforrn.i' ion of all (oiiCfniol. 

St. llt'o, Svnl 2. Friday, 

fhitui !'?. (h'\>Gr. llOf. 

By order of t ‘he ('uniifi! of Adioiiii ir'i'ton. 

JFUBIOVIN'P MANISHAXKKR 

errUtfJ/. 
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AI’J'EXDIX V. 

'Ri'fjardituj thn Ef^fabUshmrnf of ]'ill,nir Panchaynls. 

Cou.N'cii. KKNOU nri.v 

In on!f-r fo int<;rtst tlnr ])<,’opl(' in ni;itt<'r- of toninion woll-bcinf' 
itucli ns Viilngo-jnotoftinn, oU’.., anri also to h* !}! tln'm to joiiitlr work 
■for aiifl solve without outsidi' airi, (jinotions toueiiiii" their own coniinoii 
interest, and n!>o to ctiahh; the!n fo ninuispe Utfirown a flairs, the Dari)nr 
desire to establish firainya P.-iiiehamts m the villages; and for this 
]>ur])ose the following t«‘ntative rtih-s are ]>n>pi>i)!ido(l : - 

1. Whore n demand is made by the ]>eo])ie of a village for tlio 
estald/shraerif of Gnuriya J'.irieh/iy«( in their tillage, file Darhnr will 
take necessary steps to do so, 

2, Tlje Village J’juicliayat, which may thu.s eoine to he t!.stnl)li,‘-']ied, 
shall not consi.st of less than 5 3Ieinhejs. from among the leading 
.Vemhers of tlie Kliedut and other sections of tin- village, community, 
who are nominated hy the village jioojde ns a wliole. 

<‘5. In addition to the 3femhers nominated n.s above, tiie Darhari 
Revenue Patel and the Jhikhi shall he rx-officio i^lemhers of the 
Pandinyat. Put any .such Xuklfi or Patel is liable to be clianged or 
replaced at tlie insiam^e of the vilJage-peojde, jirovided llicre are valid 
TCu.^oiiK for .>=0 doing, 

•1. On the cxjiiry of Ihe term of ofiice of the :\r>‘mhers so apjiointed. 
which m fi.vcd at 3 yeans, fresh nominations will h(! made and at the end 
of each successive '3 veats. a now Ihinchayat will he a])pointed, from 
among the leading men cho.si'n hy the village. 

b. In the <;vent of a vneanev occurring within the jieriod of 3 yeans, 
the ])ers()ri, wliose name i.s propo.sed by tlie \'illnge-j)cople, wall be 
appointed to .such vacancy. Put- pending .such appointment, the remain- 
ing members sliall carry on the work of the Panchayat. 

0. The Panchayat sliall have powerto cmiiloy any person as Talati, 
who is fit to assist them in the work of the Pancliayai. Put the Darbar 
shall defray the co.sts of lii.s pay, wliich shall he fixed with due regard to 
the assessment of llic village. Necessary arrangements will also be made. 
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them, as Thuiulars do, in accordaiu-o witli flic niles and rogulatiohs in 
force at present. Tire rnnehaynt slmil be liai)le, to pay to the Darbar, 
according to instalments prescribed and on dvie dates, tlic amount of 
areo-ssnient ))aynblc under llio current .-iettlt-ment or as may be feed 
licreafter at a rorision .■settlement. Jbit tJie amount so payable sliall bo 
inorea.sed or decreased, wlion and according as any nesv laud is leased 
out for culth'atioii or land paying full assc-'-simuit is transferred to waste- 
land or any Sudliaravarad or Rajliaf: laud reverts to the State and is 
given over as Barbari assos-sed land. 

13. Wien any Darbari Kliata bolding falls vac.anl, tlie Panchnyat 
shall have power to auction the same and appro])riate, the Sukhndi 
amount that may he reaiiwd at .such auction ; ijut tliej" shall instead be 
liable to pay to (he Darbar the avcnige annual Sukbadi amount realized 
daring the. pa.se 20 years. The Siikhadi of Padtar land rented for 
cultivation shall also be fixed on tiie siinur {jrinciplo ; but the renting of 
such Padtar land shall he .subject to the previous sanction of the Darbar. 

I'i. The Sudliaravarad and other levies jwyable by the holders of 
Bhayat, Mulgintu, Sudliaravarad, Rajiialc or other alienated land shall 
continue to be recovered direct by tlie Darbar a.s at present. 

15. The land revenue dues shall be jiayablc to t he Darbar according 
to the Pratbaiidi sy.stein at pre.«ent in force. However, il the Panebayat, 
for their internal convonienee, desire any change in the sy.stcm, they 
'rill be allo'ved to make such a ebange subject to the previous sanction 
of the Darbar. 

IG. AYlien in a good or bad year, an anna le\y is fixed for other 
villages of the Jlalml, the Pancliayat will also be entitled to pay assess- 
ment according to the Nam foxed for the village. 

17. A statement, showing the amounts outstanding in tbc village 
before the grant of Panchayat shall be prepared and handed over to 
the Panchayat, 'vhich shall recover the same as also the arrears accumu- 
lated in subseq^uent years, from the excess levy that may be ordered to 
be collected in a good year over and above the assessment. The amount 
so recovered shall be paid to the Darbar. 

18. Tagavi advances tmder the existing rules shall continue to be 
givea to the Panchayat Village if there is a demand for them. 
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Betha-kliata book, Eojmel, Ledger, Pabanipatrak, Eeceipt books, 
etc., and. tbe .books, wbicli are stamped at present, shall continue to be 
so stamped. . ■ 

25. Tbe Darbar shall cause the emoluments of Patel, Mukhi, as^ 
•well as the Haks of Mulgirasias and others to bo paid, through the 
Panchayat, to the parties concerned. 

' 26. The Panchayat shall have power, after obtaining the previous 

sanction of the Darbar in that behalf, to remove any person from the 
•village, if they think it proper so to do, in the interest of the peace and 
general security of the village. 

27. If the Darbar arc properly .satisfied with the Panchayat 
administration of . any village, the Darbar 'vvill take necessary steps to 
delegate, to the extent they think proper, to the Panchayat, powers 
under the Civil Procedure Code to hear money suits upto a prescribed 
limit, as also powers under the Cattle Trespass Act and the Indian 
Penal Code, to try petty cases of theft and mischief. 

28. In a viUage where the rights of o^vnership and sale have been 
conferred, the Chauth cess payable at the time of transfer of ownership 
and the ground cess payable for acciuiring the right of sale, shall continue 
to he recovered direct by the Darbar as at present. 

29. The Darbar shall directly recover, as at present, the Customs 
■ Duty le-viable according to the British TariS Act, upon goods, which 

ha^ving been imported at a foreign port, are brought by land within t 
limits of any •village of this State. 

30. Matters relating to opium, salt, excise, arms and ammunition, 
shall continue to he administered by the Darbar, as at present. 


31. The registers and returns of the cattle-pound fees, 
deaths, and crops, shaU continue to he submitted, as at present by the 
Village Patel and MuMii, who will be held responsible for the same. 


32. Pines and penalties being Darbar revenue 
shall remit to the Darbar any amount collected by way 


, the Panchayat 
of fine or penalty. 


33. If .ny Pmciayat applies to be relieved of tie 
admiaiatration, tie same shall be terminated at t e c ose o 
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APPENDIX VI. 

Extracts from Official Speeches, etc. 

1 

Bxl.ract fmn the opening speech of Sir Pmhhashmiher D. PaUani, 
K.C.I.E., ddivered at the openingof the 1th Session of the People’s Repre- 
sentative Assenibly held at Motihag on the 22nd December 1925. 

^ ^ ^ ^ >ic 

“A Committee of experienced officers has been appointed to make a 
departmental enquiry into Agricultural Indebtedness. Vdien the 
enquiry is over, the Council will consider the matter, and if they think 
that, in taking final decisions, the experience of the cultivators and the 
money-lenders will be helpful, they will certainly do the needful in the 
matter. 

t In the course of the present enquny, accurate information is being 
collected from the cultivators and money-lenders having dealings with 
them. The secret of the prevailing harmony between the Euler and the 
Euled in the Bhavnagar State is to be found in tlie fact that the State 
of its own motion is full}’' alive and attentive to the interests of the 
subjects, and the latter have implicit trust in the good faith of the 
former.” 


( 2 ) 

Extract from the Minute of Dkvan Bahadur Trihhuvandas Kalidas 
Trivedi, Member of the Stale Council, dated the 22ndJuhj 1929. 

* ,^ * * * 

“I know it full well that the President of the Council believes that 
this evil will not disappear by merely enacting a new law and that belief 
is true to a great extent. The whole question is very complicated. The 
financial relations of the lender and borrower— a very delicate matter 
always — are involved therein. Kiieduts do need the help of money 
lenders every^ now and then. The money-lender is a vital and indis- 
pensable factor in the village economy and the Darbar • cannot 
replace lum. In this dilemma, I belie^-e, the best course would be to 
take such steps as are indicated by the needs of the situation, ultimatel} 
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witli :i view 1o r>“-tore Inith jiartif"' to their former position of mutual 
tnisf and Fer\'iee, v. ithout exploitation on the one hide and victimiza- 
tion on tlie other. Moreover, vve cimnot toniiive at and condone the 
practices lirouelit to lifilit durinj^ the Committee's inquirv-. If that be 
allowed, the conditions of the Kluduts would soon worsen and economic 
rain overtake the wdiole cla<i.«, which would attain react on tlic money- 
lenders the mselves .ind involve them in heavy losses. 

“Tilt-. IS fully realized hy the money-lenders or at least by the 
better and more far-seeinp •section of them, and that is why tbey have 
come to s,'e .ind neknow ledge the necessity of .some restrictive legislation, 
vihieh would .stop the present unchecked ex])loitation of the Idicdut 
elassfs Of course, I do not mean that we should remaiu content with 
merely cnufing a law. Considering ail the circumstances, the money- 
lenders. the Kheduts, and all are agreed as to the urgency of some action 
hoing t.ikeri." 

In this connection the President of the Council had a good deal of 
discussion with the iMembers of the Committee, as a result of wiiich 
certain conclusions have been formed. They are as follows : — 

“ Mliere it is possible, endeavours sliould be made to licjuidafc the 
past debts of the Ivhodufs, and for this the co-operation of the moncy- 
lendeis should he enlisted. 

“ Mliere in future suits arc filed against IGioduts, the law should 
he so amended as to enable the courts to examine the whole history of 
the transactions, out of wiiich the suit has arisen, in order to find out the 
additions by way of interest and premium and the manipulations in 
accounts, and finally to make an equitable award fair to both sides. 

Of the measures, the first, though feasible, can only he adopted 
in practice if the money-lenders are agreeable. In such wholesale 
liquidation, it is not possible to award the full amounts showm as due 
according to the accounts of the money-lenders. Simple interest at 12 
percent, per annum .should be calculated on the amount actually lent, and 
pajTnents on account should first be appropriated to the interest accrued 
due ; and then the balance remaining together with interest not exceeding 
the amount of the unpaid principal could with propriety be awarded 

the Sowcar. In order to examine the historj' of all transactions from 
the commencement, a Committee should be formed of two Darbari 
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Officers, two Pancli of tlie Mahal and two Panch of the village. The 
lines orl which the Committee should carry on their work are laid down 
in Exhibit I, and the Kheduts’ redemption from indebtedness can only 
be achieved, if the money-lenders co-operate and assist in adjustment, 
at the rate of four annas in the rupee of total nominal arrears according 
to their books of account. This would restore the Eheduts’ old relations 
with the money-lenders. The amount racpiired for the liq^uidation of the 
Eheduts’ debts may be advanced as a loan by the Darbar at the rate of 
4 per cent, interest, and the recovery of the same may be effected by 
enforcing the scheme shown in Exhibit I, and this will not cause any 
hardship to the Khedut, especially as the rate of interest charged will 
be so moderate.” 


Extract from the opening speech of Sir Prahhashanher delivered at 
the 10th Session of the Peopled s Representative Assembly held at Motibag 
on the lith November' 1020. 

* . * * * ' * 

“His highness, though a minor, desires that the butden of debt 
on his cultivators should be lightened as much as possible, before he 
ascends the Cadi. That is the reason that has prompted the Darbar to 
pass orders to write off, during the current year, between 19 an ^ 
of the arrears of revenues. At the same time, an enq^uiry is a oo m 
Agtlcultaial Indebtedness to metctente, wd arrangements hare been 
made. wUob will ensure that, while reUef is afforded to farmers agamst 
illegal mercantde enaetions, the legal and legitimate dues will be pad 
t. meretants. It is lioped that the farmem and mercbanto will mate 
that their true interest Hes in whole-heartedly falling m m h the schem 
Baihg the enquiry it 'was found that over 50 per cent, of the 
this slate hayTtien very honest and have no arreras of 

to pay to the Darbar nor have they blindly incurred P”™*! 

. in- A » fnr fhp remainder, it should be re- 

IS a matter of congratulation. lose their honesty 

memberedthatthose whofelyonexte P . . 'While 

and ultimately they may lose their status as famem “ J' «• 
remissions are being given to those in debt to 

feel that those who L free from Darbar debt, should be rewarded 
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/(tr tlu'ir hoiK-'-ty and industry ; and fo onlar-. an- hfdng <1int in 

tlie of fliOM- f\nnrr-i, nho an* fnc from didit. any an‘.]>en'-lon of 
r. vonin- ordprod dnriiiir tli<- (iimnt Iimu yoar, rliould bo roniiltod alto- 
gether a^ a renard for fair d< iling. 

“ Andh tlie Dirljtr an* nritin" cilT from 10 to ‘20 lacs of the farmers’ 
debt, it IS felt th it tlu Darb ir'sgeu' ni'-iiy would not by it -elf be f-uflleient 
to <vive til'* hirin' r- mile*-*, the «[iiestion of their private indebtedness 
was thoroauhlv gon' into, and wiles- relief was .ifTordcd to them iigainst 
flu u-urimis pr.'ctifi - and fal-ifiiaiion of aerounts on the part of .-ome 
oftii money-hndf r-. 

■ This was the tomhisiou arrived at by tin* Committee a])pointe(l 
to en'iuire into A'grienltural Indebtedties- As a result of this etniuir}', 
I w< at with mv tolh igue^Diwan Bahadur Trildmvandiisblmi to Oadlmda, 
to mdute the menlumts to aeeept. by private negotiations, a fair sum 
in amie.ible saitlemeiA of their loans; we jiroposod that the Jlarhar 
should examine their individual accounts and should allow them a fair 
r.ite of interest and -o long as the sum dm* to them with interest did not 
amount to inon* than twice the nraouiit of th'* original loan, the Darhar 
wore jirep.ired to give Mich sum as a loan to the fanners to fully lirpiidate 
their debt to the m'’rchant=. Owing to the obstinacy of the inerehants 
the iv'gotiations proved abortive. An net, therefore, to give relief to 
fanners against private indebtedness has been framed and puhlishi'd ns a 
Bill in the State G.irette. The scheme proposed is lieneficial to botli 
parties, if blind self-interest does not eomo in the way. The Darbar 
arc even now prepared to liquidate the fanners' debts to merclumts on 
the above linos, if the latter are so willing. If this cannot he, the new 
law w ill come into operat ion and jiistit e w ill be meted out to both sides in 
accordance with its jirovisions. 

Even after the great relief thus afforded to the cultivators from 
Darhar and private indebtedness, I fear the same conditions will recur 
in course of time unless the cultivators will Icani economy, and unless 
a .scheme can be devised wliicli will enable them to meet their liabilities 
without incurring further debt. It, therefore, becomes the duty of the 
Darbar and I invite the co-operation of the merchants — to find out a 
way by which the whole village communit}' can live in peace and manage 
■fheir oivn village affairs. 



EXTRACTS FROM OFFICIAL SPEECHES, ETC. 


73 


“Thus and thus only can the seeds of self-reliance and mutual 
co-operation be soini. With this end in view a Bill for the grant of 
Wllage Panchaj'ats has been published. This legislation, it is hoped, 
will be of benefit all round. The cultivators and nierchaut-s will both 
work together. This scheme veiy nearly approaclies full .self-govern- 
ment of villages. 


“ It is the' desire of the Dnrbar to see as many Village Panchayat.s 
establi.shed a.s po.s.sible, and that is the reason for framing the new rules. 
Any village asking for the esfaldi-shment of a Village Punchayat under 
these rules will get it. A Panchayat. has already been established in 
Hanoi during the current year. T have been promising for the last 
five years that Panchayats will bo established in those lillages, which 
ask for it under a constitution framed by the village itself and approved 
by the Darbar. Finding that the people did not take advantage of the 
offer, the Darbar have framed the rule.s themselves. 


“Complaints that the Darbar do not wish the poojile to manage 
their oivn affairs are gronndle.ss. Ifiic Darbar are ghing the people a 
free hand to have a Panchay.at based on conditions they themselves 
ask for, and wish that they would take advantage of the liberal offer. I 
hope the response will be adequate. 


“ It is not my order but my request to the Vahivatdars and Thandars 
0 persuade tlic people to establi.sh at least two Panchayats m each Mahal 
incl Tliana rc.spectively.’^ They should assist the people, where necessaiy, 
ind make those Panchayats such conspicuous succes.scs that ot or vi g 
my be tempted to come forward and ask for thorn. Tho encoaragemrat 
>f tho aiovcmoat and makiag it a sacooss avill bo coaAlorod as ono of the 
iriteria of good sexadee when promotions arc to be given in t le 
■ “All theso throo mcasaros have boon adopted .simnUaaooasIy so 
that thoir camulative efioot may rondor tho life of the armors, i 
Dompriso K percent, ot tho population of tho Stete, more happy a 
eoateated; other results will bo that the monetary, relations of t 
merchants with tho cultivators ivill boeomo purer and more secure and 
village life will become rosier. 

“I invite tho cooperation of the cultivators and merchants to 
bring about this happy state of affairs. 

, * Some 18 Panchayats arc nowin operation. 
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communication on tlic lines on^diicb llm cultivator is going to have a 
fuller and freer existence. Please treat this as personal commumcation. 


With kindest regards, 


Yours sincerely, 

(Sd.) MMAlhUC N. iVIEHTA. 


Sir Prabhashanker Pattani, K.C.I.E., 
President, State Council, 
Bharmagar, Kathiavar. 


( 2 ) 

Copy ot tic reply scot by Sit Prsbhcstaolor D K-O.!.®-, 

President of the State Conncil, to hh. Mehta s a )o\ c c 

Bhavnagar. 
Pehruary, 1932. 

My Dear Mr. Mehta, -u f t 

I was in due receipt of yom 
tegtet tint io tic press of ototc oigcot work, I love 

replv to it earlier. , ^ 

' . • „ri tTip Committee s Report as 

I take it, you have by now be has for- 

also the Evidence Volume, w no i Redemption of the 

warded to you. The sanction Report Volume. 

Indebted Peasantry is attached as Appendix VIII to t P 

1 r o 'T-imns or Peta Mahals paying an 
So fat wc lave rcdccmca debt of the 

annual assessment of Rs. ' ' 1 t Rs 14,19,378-0-0 which has been 

Kheduts of these Tappas amounte o ^ 99 RO-O. You wiU readily 

compounded by paying a total sum o ^ jg seldom very 

understand that the nucleus of t ic mostly made up of 

large and the swollen figures 0 m e charges, which 

additions by way of interest, premia a fertile in inventing 

the Sowcars’ ingenuity, sharpened necessarily to be limited 

Piirther, the loan advanced for re e ^ Rfiedut concerned. Bu^t 
uccording to the capacity and ®°^7®®®5^°ncludmg chapter of the Report, 
there is little doubt, as mentione m 
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that tlie SoTvcar under tlie Scheme is enabled to recover in cash and in 
one stroke far more than he could, if left to his ovti devices, have hoped 
to collect in a number of 3'cars from his Ivhedut customers sufiering from 
chronic indebtedness. But this is b}' the way. 

It is a very pertinent query nhich jmu raise when j'ou enquire, as 
to how to prevent the redeemed Khedut from again relapsing into the 
slough of indebtedness, after he has been once rescued therefrom. 
The ansAver in a r^ay is indirect^ suggested in your own brief but very 
mteresting and thought-provoking letter when you ask : “ Are you 
gomg to do something to remould the cultivator and make him through 
the village conummity. an individual proof against thoughtlessness, 
thnftle'=sness and immune against facile facihty of running into debt? ” 
But IS the uncertainty regarding the future to be made an excuse 
for total maction or for postponing action indefinitelv, in regard to a 
problem, ■uhich, in all conscience, is grave enough and is daily getting 
worse and worse ^ A beginning has to be made sometime somewhere 
and that sooner the better, the risks of the future notwithstanding. 
But naturally we should be incapacitated for making any move at all, 
so long ac we thought only of the risks involved in the future and kept 
sacung to ourselves, ‘ there is a lion in the path ' . making that an excuse for 
maction. But it isforgotten that the price that may have to be paid for total 
inaction may be ultimately much greater. At least. I for one apprehend 
that if the needed action is delayed too long, it might precipitate a grave 
agrarian situation, whose premonitory sjTnptoms are already too 
visible. Such desperate and heroic remedies are suggested as total 
repudiation of all debts or the setting up of ViUage Bankruptcy Courts 
making it easy for the Khedut to be declared an insolvent. This might 
^eem like Culling the Gordian Knot, but what will be the moral reactions 
on the !^edut society of such hasty and ill-considered remedies, practi- 
cally disowning all legal and moral responsibility involved in past 
indebtedness, nobody seems to have thought of. 

Ko system, uhich the wit of man can devise, will be fool-proof 
"nave proof, and of course there will be alwaym Kheduts ready' to 
u debts and unscrupulous Sowcars, too willing to exploit them by 
vancin^ money and entangling them in fresh usurious transactions, 
s^e protection against such future victimisation is sought to be 
given by the Khedut Protection Act, w'hich has been enacted simulta- 
neous y with the passing of the Debt Eedemption Scheme, and this 
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Act you will find printed as Appendix VI of tlic Keport Voliune. But 
all Sowcars are not bad, nor can they all be altogether ousted and their 
place taken by some, other agency. At one time these very Sowcars 
played a vcrj' useful and Jiclpful part in the village economy ; and is it 
too much, to hopc.that with the Khedurs once freed from debts, some at 
least of the Sowcars would resume their old couuertion with them, 
charging moderate rates of interest, and that simultaneously the old 
nexus of personal touch and .sympathy between the two classes would be 
restored. 

But of course the best and most effective guarantee for safe-guarding 
the future lies in the growth of an alround healthy and self-sufficient 
\illage community as suggested in your letter. The germs of such a 
community are sought to be planted here by the ortension of the Village 
Panchayat Scheme which is embodied in Ajipendix IX to the Eeport. 
I recognise that indebtedness after all is a symptom, whose treatment 
alone is notsufficient and any pemmnentliope of rehabilitating the village 
life lies in the establishment of a community, whicli will not only be 
economically strong, but where the jmevailing public opinion will provide 
an effective moral check against thoughtlessness and thriftlessness and 
the too ready tendency to run into debts. Wiat is hoped to be acliieved 
through these Paiichayats is explained at some length in the last chapter 
of the Eeport. 

But the full development of such a Panchayat must, in the very 
nature of things, be a very slow process. Meanwhile we must remain 
content with such palliatives, as may be provided by the advance on a 
liberal scale of State Tagavi, and the extension of the Co-operative 
Credit Societies. These two between them will finance all reasonable 
agricultural needs of the Khedut and make him independent of the 
Sowcar, 

, It has been long recognised, that the chief stumbling block to. the 
success and progress of the Co-operative movement is the burden of past 
debts, and where, in total disregard of this handicap, an attempt has 
.been made to un duly push forward the movement, it has generally ended 
.in failure.. It has been noticed that if the borrowing cultivator, while 
still continuing in the clutches of the Sowcars, also becomes a member of a 
Credit Society, he alternately resorts to the Sowcar and the Society to 
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pftv oil in lurn tlio ilc})t flue to on*' or the other. He limy thus lie able 
to put oft the evil day for t-onic lime, but ine.imvhile there it little doubt- 
that hi^ economic rondifion In'- vor.'enrd and not improved. Altogetlier 
I have little doubt that any B'dieinc aiming at the eeonornic bettennont 
of tbe Kb'flu*- include in its purview, and tbat, as a first step, the 
redemption of o’d d' bt^ : for while tbc dead weight of old debt bangs like 
a inilbtonr round the cultivatot’.s ii< ek, it is impo'-sible that he can make 
any jirogro-'. 

Arguments by analogy are often mi'-lcading, but, ns you know', 
It ha’' (ome to he increasingly recognised that if the world is to be cured 
of the umvc'''al economic malaise which has overtaken it and a fresh 
start hiade possifile^ it can only be done by first remonng the intolerable 
burden of reparations and M'ar debts. In a .smaller way this also applies 
m tiie ec'e of a poor debt-depressed and all but insolvent class like the 
Indian Khedut. 

I admit, the present attempt to cfleet a whole.«nle redemption 
of all the cultivators of tbe State is unique and uncommon, and there 
is ncee-mrily some risk involved in tbe attempt. Hut all things coasidcred, 
the risk, 1 am honestly persuaded, is well worth taking and wc have taken 
the bold step in tbe hope of suecc-ss. 


A'ours .sinccrel}', 
(Sd.) P. D. PATT.VNI. 


P. S. 

I would add that one immediate good rc.sult of tbe liquidation 
of old debt.s has been better and easier recoveries of the land revenue 
in tbe five Tappas redeemed. The cultivators of these Tappas, being 
freed from tbe pressure of indebtedness, have willingly agreed to pay 
this } ear, the full unit of the current assessment and also a little more 
towards past arrears, while in other parts where the conditions in regard 
to the character of the rainy season and general crop-yield are not dissi- 
milar, the recoveries will fall short by 4 to G annas, because tbe incubus 
of past indebtedness still remains to be removed from the cultivators 
there, and large amounts ■n-ill have to be suspended and carried over as 
arrears. 


A 
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The original debts compounded so far as stated in the letter, approxi- 
mately came to Rs. 14 to 15 lacs, and on this amount the cultivators 
would have had to pay annually, in interest charges alone, anything 
between 3 to 4 lacs, calculating interest at the rate of 25 per cent.- which 
is unfortunately the ordinary rate levied, though harder cases in which 
the Sowcar doubles and even trebles the original sum advanced in the 
course of a single j'car, by various ingenious devices are fairly numerous. 
In brief the Kheduts have had their huge o\itstandiugs compounded and 
paid off by an amount, which is not more than one year’s interest charge 
to which they were subjected for these arrears. 

(Sd.) P.D.P. 

VINAYAK N. hlEHTA, Esqr., LC.S., 

lAwhxoio. 


( 3 ) 

Rcjihj sent hj Sir Prahhaslmiker, Pre^uknt of llir. State Council, to 
V. N. iMeJtta, Esqr., I. 0. S., Revenue Minister to the Go venment of Jammu, 
and Kashmerc's letter inquiring about the progress made udth the Redemption 
Scheme since he wrote his last letter.’^ 

Bhavnagar, 

27th February 1933. 

SIy dear Mr. Vikayak SfEHTA, 

I was in due receipt of your letter dated the 2nd instant. I regret 
I have not been able to reply to it earlier owing to my absence in Dellu 
whence I returned to Bhavnagar only five days ago. 

l am glad the Bhavnagar Scheme still continues to interest you. 

I enclose herewith an extract from the Administration Report ° 
Revenue Department for St. 1988 and the same will give ^ ® 

compass an idea of the progress made in the extension of the c eme up o 
the end of October, 1932. In the few months that have elapsed since 
then, three more Tappas or Peta-Mahals have been tackled, and to cope 
^viththe increasing Land for extension of the Scheme, the Committees 
have now been increased to six, and if we continue to progress at the 
present rate, we.hope to be able to finish the rest of the State m about 

year or so from now. 

It i, yet too e«ly to judge of the boueacent eSeote of ‘1' Soheme^ 
But as I lave told you in my tat letter, the Seheme las certam y 


Vide. Appendix VrC (!)• 
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ill I'uMcr and hottiT rfcowri*".. Tli.' n-do.nnfd .stat.i of the poapanlry 
combined vith tli'' rbdi* of kiIi of rli*-ir lioldiiig'? iif'vly gninfod on the 
occadoii of the iiwallatioii of IfH Ilisihno'-'^ the ifaharaju .S.ilieb, vhieh 
ha's given tin in a '■'■n'-e of pmjiri<'tor-hip, lias cimbb'd lln- State to recover 
even in areas. Mhere tin- '-ea'-on has been bedon nonnal, the full unit of 
and aKo a little ini>n* tou.iifK arrtMr.->. 

.Vnotlur favourable rc'-ult notic-d in tin' nri'a® that haw come 
under the ojieration of the Selieine is tii.tt where formerly the Kliediit 
was a mere iidle-s and indifferenl eulfivaior owing to the ever-present 
fear of Ills creditor att.uhin.g his har\-eded crojis, lie is now .seen to put 
nior.“ heart and indusiiy in his worl; owing to the sense of greater .security 
and relief brought about by tlie remov.rl of tlie burden of p.ist d'dit.s. 

We are trvmg .is f.ir as we can to keep a look-out as- to whether 
the redeemed KhedtUs recklessly incur any fresh debt®, f^o far no 
marked toiideney in that ilirectiou lias been noticed, o.xcept for n few 
stray cases hori' and tlien>. Of cnir-'V a certain ]'erecntnge of the 
redeemed Kheduts will again rel.tp'e in the old indebted condition after 
a few ye.irs. Jhit it is not too miieli to hope that the warning of 
liitterjiast e'qK'rieuce will act as an efTeelive deterrent in the case of the 
larger munher against their repeating their jiast improvident practices. 
However, :t is rather premature to forecast the future which mubl to a 
certam extent alway.s 'remain uncertain. 

I am glad you intend doing something to afiord rcdief to the 
agriculturists suffering from chronic indebtedness, but I am not sure if 
compulsion is the right way to go about it. Xo doubt conditions in 
Kashmere arc not o.Kactly .similar to those of Ivatliiaw.ar and Gujarat, 
but the problem of agricultural indebtedness, even allowing for local 
difierences, is fundamentally the same all over the country, and it my 
cxjterience on tlie matter is any authority I should say that mutual 
agreement and co-operation between the lender and the borrower is 
necessar)' for the pomtanent solution of the problem, while compulsion 
may not prove equally fruitful of success, if indeed it may not leave an 
after-taste of bad feeling and bad blood, which may lead to future 
trouble between the two classes. 

V. X. IdEHTA. Esqr., i.e.s., 'j 

I 


Kashmere. 


Yours sincerely, 
(Sd.) P. D. PATTAHI. 
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(■ 1 ) 

Hcphj sent by Sir P. D. Pallmii to G. K. Dcvadhar, Esq., M.A., O.I.E., 
ojthe Servants of India Society, Poona's letter, asking for the former's vieics 
in regard to relief of Agricultural Debt, in connection with the Travancore 
Co-oyerativc Inquiry Committee, of v'hich the latter has been appointed 
President. 

Bhavxag^vb, 

29//s September, 1933. 

lilY Dear Mr. Devadhar, 

I am in duo receipt of bolli your letlcrs, rospectiveh', dated 
loth and 19tli instant, as al.^^o the verj' detailed and comprehensive 
questionnaire enclosed ivitli your second letter. 

You have kindly put a red })cncil mark against the cpicstious, ivliich 
you expect me to answer. But Question 155 presupposes a Icnov. ledge 
of the pro^dsions of the Travancore Civil Procedure Code and Q. 156, 
a knowledge of tlic functions and financial standing of the Trivenurura 
Central Co-operative Bank, of both of which I am quite innocent. 
Similarly Q. 151, relating to the extent of rural indebtedness, demands 
a previous acquaintance with local conditions. The only question, 
therefore, to which I could attempt an answer is Q. 153, though here 
too, the absence of experience with local conditions must detract roi 
any opinion, I might oher with rcganl to the need or iustification or a 
scheme of Debt Bedemption. I taPe it that in using the p irase i 
Indebtedness ’ you have in your mind principally the questi 
redemption of agricultural indebtedness. Purthcr, though Travancore 
is a far-cry from Bharmagar, I will assume that, apart from any loca 
peculiarities, this problem of agricrdtnrnl indebtedness has m its broad 
aspects many common features all over India, since Cie problem has 
origin in more or less similar conditions obtaining m a pm omm 
agricultural country like ours. I am fortified in this oP-- ^ 
findings of the Central Banldng Inquiry Committee, of u nc y 
he well aware. 

No mduBtry con tlirivo wMiout ijroper fmnnemg. “'"J 
ctac IB ac toscsB intotoy in tho 

care ot everyone interested in vi Oo 1 envisarre tire 

.grieultarol Snoncing con be complete, e-brcl. f..l» te enmeoge 
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prolilem of old debts, wliicb bear usurious rates of interest— anj-tbing 
from 10 to 300 per cent, and even more as found by tbe Banldng 
Incjuiry Committee. lYliile tins dead-u-cigbt bangs round tbe Kbeduts’ 
neck, it is impossible be can have any interest in bis uork, and if be were 
less fatabstic and conser\*ative than be is, be vrould not have beeu able 
to carry on, as be bas uptil now. But if be bas carried on, it is only as a 
listless and indifierent cultivator, wbo bas no heart in bis business. 

But I tbougbt tbe urgent need of debt redemption was bardly an 
arguable point. Everybody admits tbe extent and intensity of agri- 
cultmal debt, and still if one figbts sby of undertaldng redemption, it is 
because of tbe magnitude of tbe problem and tbe buge financial outlay 
involved. 

I am no psycbo-analyst ; but it is no uncommon experience to find 
that, when one is either imable or rmwilling to do a tiling, ubicb is 
otherwise worth doing, one does not always confess one’s inabiUty, but 
by a ciuious psychological process, one is often apt to deceive one’s self 
into tbe belief that tbe thing is after all not worth doing at all, or tbe 
time is not opportime for doing it. At times, I feel that a similar mental 
process, though not distinctly recognized, is behind tbe non-possumus 
attitude adopted towards tbe problem of rural debt redemption. "While 
tbe sub-conscious mind admits tbe necessity of debt redemption, the 
conscious mind is frightened by tbe seemmg impossibility of tbe task 
and proceeds to iustih* to itself its attitude of inaction and hesitancy 
either by denying tbe problem altogether or belittling its seriousness, or 
again by conjuring up a picture of tbe same conditions being reproduced 
in a few years after tbe old debts have been once redeemed. 

Another result of not going to tbe heart of tbe problem and only 
keeping beating about tbe bush is to get side-tracked in sponsoring 
schemes of cheap and easy credit forgetting tbe heritage of old debts 
from tbe past. So. where in disregard of past indebtedness, attempts 
are made to unduly push forward Co-operative Banks or other Schemes 
intended lo provide easy credit, they have not attained tbe measure of 
success expected, if indeed they have not totally failed. Aoiy alternative 
scheme of providing necessary credit can have only a fair chance of 
success, after tbe problem of old debts bas been successfully taclded 
once and for aU. 
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Tlie question ^vl^ctller tliere is real need and justification for debt 
redemption, may be met by tlic connter-qnery, ndietber, if redemption 
is not undertaken by an intermediate agency, tbo indebted Ivhedut can 
repay and discharge Ids accumulated debts from the narrow surplus of 
his agricidtural income, in a reasonable period of tunc, and if he cannot 
as everybody will easily grant ho cannot, where is the use of the creditor 
insisting on full payment which he laiows or with the exercise of a little 
imagination ought to biow, lie cannot realise ? The situation in some 
parts has become so acute that the suggestion has been made in some 
quarters, that “ the only method by which agriculturists nught be saved 
from utter ruin was to allow them to repudiate ail their debt obligations. 
The words in the inverted commas arc cpiotcd from a lecture delivered 
last year before the Calcutta University Institute by hlr. Nabniranjan 
Sarkar, President, Bengal Isational Cliamber of Commerce and who was 
also, if I mistake not, a member of the Central Banlcing Inquiry 
Committee. The method of total repudiation needs only to be 
mentioned to be rejected all at once ; for the remedy would prove worse 
than the e\dl from the standpoint of both the debtor as well as the 
creditor. But at tbe same time it must be recognised that the debtor 
after all cannot pay more than his capacity would allow, and the sooner 
the creditor realises it, the better for 1dm, no less than for the debtor. 
Per while the stalemate of the debtor not paying anything and the 
creditor not receiving anything toward the arrears, continues, it cannot 
he to the advantage of either side, H indeed not positively injurious to 
the interests of both, and the best thing would be to end the stalemate 
ty mutual adjustments and meeting half-way, if grave trouble is to 
avoided in the future, hir. Sarkar, in my humble view, did not exag- 
gerate, when in the concluding part of his lecture referred to ^hoye, le 
observed that “ the menacing position of the overwhelming!} me e i e 
, agriculturists now reduced to extreme destitution demanded immediate 
action for averting an almost cataclysmic disaster that might even ua y 
overtake the whole coimtry through an agrarian upheaval inspired y 
utmost desperation.” 


If the need for redemption is once conceded, the next question is 
how to.go about the thing. Of course, there can be no 
repaying in full all the nominal outstandings c aime y it™ 

In most cases the nucleus of original advance is sma an 
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figures consist mostly of accumulations of interest, commission, premia, 
etc. Further any sum advanced in composition of old debts must be 
determined vith due regard to the capacity and credit of the indebted 
peasant who is all but insoh'^ent. In the Bhavmagar Scheme, the sum 
to be paid in redemption of the debt of an individual Khedut,ithas been 
laid dovn, should not exceed an amount equal to three times the annual 
assessment payable by him. 

If redemption is decided upon, the present, I think, is the most pro- 
pitious time for undertaking the task. The margin of agricultural profits 
from V hicli the individual Khedut could hope to make payment towards 
intere.st and principal is greatly reduced owing to the prevalent economic 
depression especiall}' in prices of agricultural commodities, and the 
rreditors unable to make any recoveries on their own, would be in a 
more amenable mood to agree to the scheme of composition which holds 
out immediate prospects of cash payments. Further with reduced 
land values and low commodity prices, it would be safer to correctly 
appraise and calculate the credit and capacity of the indebted Khedut 
for repayment of the redemption loan without the risk of such calculation 
subsequently proving erroneous, than would be the case in a period 
of boom, vhen land values and prices ore inflated, leading to an exag- 
gerated view being taken of the Khedut’s margin of profits from which 
the Khedut wastopaythe redemption loan. If the advances required are 
not forthcoming from the State itself, the necessary funds in these times 
when so much cheap and fluid money is going about seeking investment 
could be easily raised at low rates of interest, by properly organised 
Land-mortgage Banks or similar organisations. 

Of course, it would be hazardous to make any forecast regarding 
the future after the wholesale redemption has been once efiected. Our 
experience in Bhavnagar is of far too short a duration, to base any 
generalisations upon. But the verj’' fact that the Khedut is free from 
the load of old debts should improve his credit and enable him to obtain 
ad\ ances on easier terms, should he require them. From the wa)' your 
questionnaire has been framed, the co-operative movement would 
seem to have been fairly advanced in the Travancore State, and the 
mo\ement vould be consolidated and be more capable of rendering 
useful sendee to its Khedut constituents, when once they are freed from 
their old debt. 
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applied, these figures have been found to be very wide of the mark by 
Imj-thing from 2-6 to 50 per cent. Iso doubt an interv'al of 3 to 4 years 
has elapsed between the first inqiiir}' and the application of the new 
scheme. But even allowing for any fresh accumulations of debts in the 
inten'cning vears the discrepancy is much too large to be explained by 
the mere time factor and it is suspected that at the original inquiry^ a 
large number of Khoduts either kept silent altogether or understated 
the amount of their indebtedness out of a sense of prestige or for fear 
of losing credit and social status or some other motive not easy to fathom. 
So I hope you would please avoid an}’ mere guess-work in the matter 
of gauging the extent of rural indebtedness even where suck guesses 
are made by men who think they arc in intimate touch with local 
conditions and are, therefore, entitled to hazard a guess. 

I do hope, you will bo seen restored to your usual vigorous self and 
thus be enabled to resume the threads of this important public work in 
the beginning of Xovember next, as you eagerly look forward to doing. 

Yours sincerely, 

(Sd.) P. D. PATTANI. 

P.S, — A.S reinfoTCTOg the views expressed above, I take the following 
from a letter under the heading ‘ Indebtedness of peasantry ’ appearing 
at page 14 in the Times of India of September 27th; 

“ Xext to education, the most acute problem of rural economy is as 
to how to remove the bonds of rural indebtedness that shackle Indian 
agriculture. It is said that '■ the Indian Agriculturist is bom in debt, 
lives in debt and dies in debt.’' Thus the redemjition of debt is a funda- 
mental condition precedent to the launching of any scheme of rural 
upliftment. There can be no denying the fact, therefore, that the 
further delay of village reconstmetion or even the adoption of lukewarm 
measures would admittedly bring about a disorder and anarchy of a 
more dangerous character than those emanated from bread riots of the 
urban unemployment.’’ 

(Sd.) P. D. P. 

G. K. DETADHAR, Esq. 
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Utter Tccehri! hj Str. P. V. Pii!tu,u Mr. (J. K. Dcvadliar, f/tvim/ 
imprcsxinns of his' vixil to Jihornoipr In prr.snudU!/ sfudt/ on the 
fpo; the trorkittg of (hr Uhl Prdrmpti'in Srhnitr. 


Tin; TRAVA^'COKK CO-OPi;KATIVK EXQI'FRY COMAriTTEE, 

PrrshUnt ; 

0 . K. DnvAm.xs:, 3r.A.. C'.I.K.. 

PnKdtKNT or Tun Sr.uvAia-.-; or India Hocmv, Poona, 

(,'/o Phatia jrATirr.KiTA' Hosmtai., 

JiAz.vr. Gatj: ETiiriiT. Por.T. 

Bo-miiay, Hih .'/;m7193j. 

To 

Sin PitAiJiiA-siiAXicfir. D. Pattani, K.C.U.,., 

PnESIDIvN-T or TJSK Cor SOI. or AnMJNI.-TP.ATION. 

BiiAVNAGAK State, 

Bhavxaoar. 

My Beak Sir. PrACiiASHANKER, 

' It A-ucli a gront. ])it-aFiiro to me to bo enabled to pay tbe long 
proinifed to Blmvnagnr, tbe idace wbieb is Toally made ly you m 
regard to it.s modem aspect.s and wldeb bare boon largely the result 
r.f vo«r ins-],iring and organi.sing goni»«. 'vbicb bad to combine ui a 
it.n good deal of tbe neooKs.ary figbing .spirit, tenacity, ultimate 
inbumanity and in liigber idcal.s. 

2. ]\rr visit to your progrcs.sivc slate wlncb is one ^ 

tbriving and prosperous states in 

to me, and tbe very' pleasing imjire.ssions tlint I 

bare back with me will be of an abiding nature. 

3. 1 have been indng to digest tbe interesting and cjo.ing 

toaib o( tl,» ,Sc;,™. ./ ,„ccc, 3 fnHy 

hdcljlahcM, wbicb your Darbar has so i .. 

. carried out. Mv visits on two separate days to Talaja a 
really enabled me to form a true and realistic idea of tbe great 
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whicli your State under the able direction of your-self and the loyal 
officers and colleagues of yours has been able to achieve during the 
last three years or po. It is so complicated that it would not be VTong 
if I say that I vould take sometime to formulate my omi definite views. 
But this much I can say at once that it is not only thought-provoking 
but also an action-compelling experiment ven' boldly undertaken and 
most practically and successfulh' carried out. I have nearly finished 
the reading of the final diaft of the report intended to supply up-to-date 
figures and facts, but these have not yet been included in the report 
drafted bv j\Ir. Isatvarlal. I will send you a copy of my letter to him 
after I complete its penisal. 

1} 4' >i* * 

6. I hope to meet you in June in Poona for a further discussion 
on the subject of your Scheme with the Members of the Servants of 
India Society m Poona when most of them would be present there for 
the anniversary of the foundation of the Society. 

With the kindest regards, 

I remain, 

Yours sincerely, 

(Sd). G. K. DEYADHAE, 

M.A., C.I.E., 
President. 


(G) 

Eephj sent hj Sir P. D. Pattani to Mr. G. P. PiUai, B.A., B.L., Personal 
Assistant to the Registrar of Co-operative Societies, Travancore’s letter 
dated the 23rd October 1933. 

Dated ith November 1933. 

My Deae BIe. Pillai, 

Many thanks for your kind letter dated 23rd ultimo, and for the 
appreciative sentiments expressed therein for what little Bhavnagar 
has been doing on behalf of its peasantry. You wiU be glad to know 
that the scheme of wholesale redemption of agricultural indebtedness 
launched some three years ago has made considerable progress, and the 
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Tappas, i.c., subdistricts, tliat rcmaiu to be brmigbfc under tlie 
operation of tlio sclicme, will have Ijctu finisbc-d by about tlic end of 
March 1934. 

I entirely agree that co-operation has been far worn being an un- 
qualified success. ■ Tliero arc several reasons whidi have pefnaps proyented 
the realization of the hopes, wliieh co-operatiou thcon-tically holds out. 
One reason, us you suggest, is failure '■ to adhere to ifs m.iiu princip c„ 
and the wrong approach from a joint-stock n-icntab.tr . I'Ut die. in.uu 
reason, so far as I am able to judge, is ratlier the rash manner, m wuc r 
it was sought to pu.sh forward co- 0 ])cmtion m total dtsregan ot ^ o 
heritage of the Khedut's ])ast. indelitedness. It has been no.ici tli. ^ 
if the borrowing cultmrtor, wiiile stib continuing in the c utcho.-. n ^ 
Sowcars, also becomes a member of a Credit bouiet}, ho a ty ^ 
resorts to the Sowcar and the Society to pay off in turn ^ 

■ one or the other. He may thus be able to ].ut ofl the evd dav for some 

time, but meanwhile there is little doubt that las 

has worsened and not improved, iVltogether I have itl c c on 

anv Scheme aiming at the economic betterment of t lO vie u ^ 

iudnde in its purview, and that, ns a first step, the - ^ 

debts; for wliilc the dead weight of old debt hangs dm a m Iston^ 

round the cultivator’s neck, it hs impossible that he can maccau) o 

. Experience in British India has served us hero ns a _ 

we arc proceeding cautiously in the extension of the 

mg cheap and short-term credit for ,,Kich 

no use placing at the Khedut .s di-sposa surplus income 

are certain to be abused, without first making sure 

from which he would be able to repay the advances ■ 

Th. ao. of o Lo,„l Morfgogo Book l..o ^ I” 

S..I. o„r om I ourc ^v1,cacr sucU or,8.»»tmg 

West would abvays suit Indian conditions. 

' It i, good to Imvc Unit-hand “"^^'X'todiLvantag^^ 

ac«Iul modal. But such Iaion1adBa »» « ^cnierci 

n that the miud fully prcoccuiucd ^ tempted 

mcapabla of original and mdepandou 8^ 

fo blindly imitate the outside mode , rrmnd 

and weight to the essentially difiering loca con 
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It is a bold experiment, on Trbich we bare lanncbed in undertaking 
wholesale redemption of agricultural indebtedness. But, in my 
humble view, no scheme of rural reconstruction can be successful which, 
as stated before, does not envisage the problem of jiast indebtedness. 
Lastlv. unless the economic rehabilitation of the village cultivator 
is acheived betimes, the position which is grave and menacmg enough 
in all conscience, will continue to worsen and ultimately might precipitate 
a country -wide cataclysmic disaster far more serious than any artificial 
political agitation, however violent and unscrupulous could ever bring 
about. The only way to a jieaceful administration lies through economic 
contentment ; and relief of the burden of past debts of the village 
Ehedut — ^the backbone of the coimtn' — i? the first and essential step 
in that direction. 


Youis smcerely, 
(Sd.) P. D. PATTAia. 


( 7 ) 

Exlracifrom a Idler of Y. L. Mehta. Esq., B.A.. Editor, ‘-Bombay 
Co-opcralive Quarterly f dated Bombay, the Idth May 1932. 

rf: A 

Ton have initiated a most interesting experiment in undertaking 
debt settlement and redemption ; and I believe in no part of India has 
the work been undertaken oa so large a scale or with such elaborate 
systematic inquiries into the whole problem of indebtedness, particularly 
in its practical aspects. Any success, that you achieve is bound to 
affect the trend of action in other parts of India, although elsewhere 
circumstances may not be quite so favourable, as we feel they have 
been with you in Bhavnagar State. 
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Neivspoper Notices and Revieivs. 

1 

BHAWAGAE: RELIEF OF AGRICULTURAL INDEBTED- 
NESS, being tbe concluding portion of an article ‘PROGRESS IN THE 
INDIAN STATES’ by Mr. Jobn De La Valette appearing at pp. 187-190 
of tbe Asiatic Revieiv, January 1934:. 

“ Droughts and price slumps bring misery to tbe Indian peasants 
only intermittently ; tbe money-lender is always with bim, or at least 
be was, for in Bbavnagar they have cbanged all that. And tbe way 
in wbicb tbeybave cbanged itis as ingenious as it is comprebensive and 
far-sigbted, tbe latter cbaracteristic being only wbat one would expect 
in action with wbicb Sir Prabbasbanker Pattani, tbe President of tbe 
Bbavnagar State Council, is associated. Tbe problem of relieving tbe 
indebtedness of tbe Indian ryot has been qualified by tbe Indian 
Central Banking Committee as being one “ of supreme importance from 
tbe point of view of tbe economic prosperity of tbe country, as well as 
for tbe purpose of stemming tbe growth of discontent among a large 
section of tbe population.” The Royal Commission on Agriculture has 
pointed out that tbe worst policy towa,rd5 debt was to ignore it and do 
nothing. A certain amount has in fact been done, largely along lines 
indicated by tbe Central Banking Committee, in tbe CentrM Provinces, 
tbe Pvmjab and in Bihar and Orissa. But nowhere in India, perhaps, 
has tbe problem been tackled so deliberately and has so comprebensive 
a remedy been applied as in tbe Kathiawar State of Bbavnagar. 

There tbe problem has received systematic attention ever since tbe 
appointment in December 1925, of a committee to enquire into agricul- 
-tural indebtedness. This body accompbsbed its task conscientiously ; 
it made an exhaustive investigation and presented an excellent report 
in April 1931, tbe recommendations of wbicb were supported by evidence 
and facts. The measmes taken on tbe strength of it proceeded from tbe 
consideration that tbe evil of indebtedness was only a symptom, tbe 
cause of wbicb lay deeper. Tbe removal presented a complex problem 
wbicb could not be solved piecemeal, but only by comprehensive action. 
Thus no improvement in tbe condition of the ryot was possible, unless 
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lip could be innde to start with a clean slate. But it was of little avail 
to tkI him of clcht. if he was to slip hack into indchtcclness almost imine- 
(hatelv. And he would, it was fdt, he almost bound to get into debt 
afresh, unless village life as a whole could be placed on a sounder basis. 

Finalh", though tlic bad money-lender was branded as an evil to be 
eradicated, the need of the peasant to have recourse at certain times to 
some mon^v-Iendcr from whom he could borrow on rcason.iblc tenns 
for produenve purposes wn*- admitted as an economic necessity. In 
fact one finds a cinious tbongbt running tbrougb inucb tb.atwas wTitten 
.md Slid St the tune on ibis aspect of tlm subject. It was. perhaps, 
mo^t mtncumslj evpres-ed, when Diwan Bahadur Trivedi stated 
♦he aim of the conttmpl.ated incaMires to he removal of the existing 
conmtions m order “to restore the pristine purity of the relations” 
between the rvots and the .<;owcar«. Apparently, wlien the world 
was young, monov-lcnder.s were pure in Bhasmagar. which appears 
m practice to have meant that they never charged more than 12 per 
cent. ])cr aimum on the original sum ads anced, and did not add preinmms 
and conuuission which doubled and trebled in a very short space of time 
the original sum loaned. 

The measures eventually enacted hy the Bhn\-nagar State Council 
consisted first of an Agriculturists’ Belief Act. which followed the prin- 
ciples of that in force for the Dekhan, with such modifications as local 
conditions rendered nccess.ary. This Act could " at best only render 
negative help.” but it did prevent extortion where loans had bceu 
made. Upon this followed a Dcht Eedemption Scheme, calculated 
to “ wipe off at one stroke all the outstanding debts of the Elliedut and 
enable him to write on a clean slate again.” This scheme was based on the — 
no doubt fuUy justified — assumption that the liiglily indebted peasant 
was virtually bankrupt, “ and if he w ns made legally insolvent as he 
really was, it was practically certain that the nionet'-lender would get 
little or no dividend ” from his estate. If, therefore, the State were to 
undertake to advance a reasonable sum to the indebted peasant, with 
which to pay off the creditor in full. “ the money-lenders woidd in their 
own interest accept the offer and thereby “ help themselves and the 
State in economically rehabilitating the Khedut class.” 

The basis on which the sum due to the money-lender was compound- 
ed, was that he should receive his loan capital back in full with interest 



newspaper notices and reviews. 


93 


at the rate of 12 per cent, per annum. Interest on the amolint advanced 
hy the State was to he paid b}’’ the peasant by way of an addition to his 
land revenue and, being based on 4 per cent, per annum, it meant only 
a very slight extra burden. After some preliminary reluctance on the 
part of the Sowcars the scheme was accepted. By March 1933, Kheduts 
paying one-half of the State’s total land revenue had been cleared of 
debt. By August last their number covered three-fourths of the total. 
A very few months more wiU suffice to liquidate in equally satisfactory 
manner the remamder of .the agricultural debts. This is a truly re- 
markable achievement which speaks well for the administrative sldll of 
the Bharaagar Government. 

It has involved investigating the whole history of debts incurred in 
small amounts, but aggregating to sixty lakhs of rupees and necessitated 
a total paynnent by the State, so far, of some fifteen lakhs. To this 
should be added some nineteen to twenty lalchs which the State has 
vTitten o6 in respect of arrears of land revenue due to it. This settlement, 
therefore, not only clears three-fourths of the peasantry of all debt what- 
, soever, but it also reduces their annual liability for payment of interest 
by some four and one-half lakhs of rupees, as the actual rate of interest 
payable by the peasants frequently rose to and even exceeded 25 per 
cent, per annum. In the matter of land revenue the human under- 
standing of Sir Prabhashanker Pattani once more displayed itself. He 
had foimd that “ over 50 per cent, of the farmers of (his) State had been 
very honest, and had no arrears of land revenue, nor had they blindly 
incurred private debt.” So to benefit also these deser\dng individuals 
who had no outstanding debts to compound and no arrears of revenue 
to remit, “ any suspension of revenue ordered during the current lean 
year” was to be wiped out “ as a reward for fair dealing.” There is a 
kind of justice which democracies arc barred from exercising. It is well 
that there should still be States in India to demonstrate the good points 
in forms of government in which merited discrimination can still be 
applied. 

Having thus rid the peasant of his present debts, and protected him 
against extortion in respect of his future ones, it still remained to raise 
the village as a community to a liigher level. Por this purpose the 
Gramya Panchayat measure rvas passed, the object of which. was no- 
thing less than the rehabilitation of the whole village life itself ” on a 
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ba<!is of local autonomy. Uiuler it eacli village, vliicli apj)lierl for the 
right, may lienceforth, inter alia, “ determine its method and 

procedure of revenue collection.” It may punish defaulters to the 
extent of forfeiture of laud and the auctioning of vacant lioldings. It 
is also empowered to huild up a reserve from the suqilus proceeds of 
land so sold, nliich is to nccnie to the benefit of the Panehayat. AMierc 
the reserves are large enough, tlicy can be U‘.ed for financing the agri- 
cultural needs of the Ivhcdutc. There arc other provisions tvhich, taken 
in their entirety, justify the claim that the Panehayat measure i-s both 
“ educative and ameliorative.” 

But if it lias proved pos•^ibIo to make a peasant get on good terms 
with a money-lender, it seems much harder to make liim trust his 
neighbour. And so, apparently, the progress made with thc.=e grants of 
village autonomy has been slow. 

Even so the comprehensive nature of these agricultural reforms in 
Bhavnagar is bound to have a salutan* cfiect on the population of the 
State. It will also stand as a useful object-lesson to be studied by other 
States and in those parts of British India where similar evils are experi-' 
enced, but where a remedy on so broad a basis has never yet been 
tried.” 


2 

Extract ftom “Bhavnagar: Jtccmt Progress" — heing a notice, hg 
air. John De La Yalcttc of the Bhavnagar Census Report appearing in the 
Asiatic Review, July 1933, p. 540. 

“ Bliilst the percentage of the urban population was 26.8 in 1881, 
it is now 30.5. Even so, the farmer's straggle for life is no easy one, and 
his indebtedness corresponding!}' burdensome. A committee of incpiiq' 
wliich w-as appointed to investigate this question delivered itself of an 
able report, which disclosed a disturbing state of affairs. The number 
of Kheduts free from debt was only half that of those who were in debt, 
and as man}' as 30 per cent, of the total number of farmers w'ere stated 
to be hopelessly involved in debt, and their condition such as to give 
cause for grave anxiety. ’ Here the matter might have remained, as 
such matters frequently do alter recommendations have been made. 
Xot so in Bhavnagar, ivhere the thorny problem was energetically 
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tackled on the basis that the cultivator “ should be liberated from the 
economic bondage of money-lender,” wliilst tlie latter should at the 
same time be equitably treated. A system ivas organized, under which 
existing obligations could be investigated at the joint request of the 
Khedut and the money-lender in accordance with rules similar to those 
of the Deccan Agriculturists’ Relief Act. After reducing the amount 
due to equitable dimensions, the Darbar discharged the KJiedut’s debt 
by di.stributiug the total amount of the liability so fixed pro rata among 
the farmer’s creditors in full settlement. At the time the Census report 
went to press, the cultivators of three districts had in this way been 
completely freed from debt to money-lenders, their resulting obligations 
to the iState being brought wdthin reasonable limits. Operations in 
other districts are 2 )roceeding to similar effect. This bold and construc- 
tive policy by the Bhavnagar Government cannot fail to react favourably 
upon the condition of the peasantry.” 


3 

A leaderette appearing in the ‘ Times of India ’ doled (he 2nd Februartj 
1932. 

Debt Prevention. 

“ The report on the Administration of Bhavnagar State is alw'ays 
interesting because for many years past that State has been regarded as 
a model for the whole of Kathiawar. In the latest of these reports, 
which has just been issued, particular attention is devoted to describing 
a scheme* for settling the debts of farmers in such a way that money- 
lenders might recover the principal with a moderate amount of interest. 
This scheme was devised as a comjilement to an Agriculturists’ Belief 
Act and has been tested in a way which should compel attention all over 
the country. Merchants and agncultmcists in certain areas in the State 
expressed their willingness for their accounts to be settled and a 
Committee of officers and representatives of money-lenders was appointed 
for the purpose. It was found, the amount owing, according to money- 
lenders’ books, was Bs. 3,59,702, and the sum found actually due accord- 
ing to certain prescribed rules Avas Bs. I,84,fi07> u, sura which was 
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evontiiall}' reduced to Rs. 1.02,747. As tlie report says, ‘ this attempt 
to efiect a com])leto redemption of t!ic whole of the agricnituri.st class 
and thus to enahtc it to make a fresh start is nnicpic. ISlo douht this 
will necessitate the advance of a very large snm and some risk is also 
inevitable nndcr the circumstances; hut considering the lofty and 
benevolent aims which liavc motived tliis attempt, the risk involvcd_is 
not exce.-sive and certainly worth taking.” 

“ The Committee is now engaged in extending the scheme and next 
vear'.s report, which .should show the efiect of its operation on the State 
as a whole, should prove of particular value to all, who arc concerned 
in tiaung to devise means to relieve the hca\y indobtedne.ss of the 
agricultimst class. Another not.able refonn that has been introduced 
in Bhatmag.ar is the grant of local Pnnehayats to villages. During ten 
years of the Minority Administration only tlircc villages started Pancha- 
yats. It is necessary now that more villages should manage their omi 
afiairs because a Village Imjnovement Pimd of Rs. 27 Inlchs has been 
given by the Darbar on the ground that the problem of agricultural 
indebtedness could not be tackled without at the same time dealing 
with the whole economic life of the village. The cstablislmient of 
Panchaynts is looked upon as an educative measure combining in itself 
both self-determination and selfigovcrnmcnt, and the application of 
those principles to village life is something, of wliich the State may well 
be proud.” 


4 

Exlrad from the leading article of ihe' Umteil India amJ Indian States’ 
dated the IWi Fchruanj 1932, reviewing (he Administration Bcjnrt of the 
Slate for the year 1929-30. 

*!>=*#* 

Tlie question of revenue arrears has for a long time been a vexed 
question in Bliavnagar, and we are glad that the Darbar has cut the 
Gordian Knot by wiping off a good portion of the debts as unrealisable. 
This long needed measure was no doubt delayed on account of the 
minority of the Ruler and its adoption at the present jimcture will come 
as a much appreciated relief to the agriculturist, who is after all the back- 
bone of the State s prosperity. The balance of the arrears of Revenue 
has been donated b}' His Highness the hlaharaja to the agricultural 
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populntion of tlie State aud is to constitiitc a Village Iiiiprovertieia.t 
Fund (tlie interest of wliicii being used to give amenities to the village 
agricultural population, n-bo -will themselves administer the fund). 
Another measure of relief to the agriculturists brought into eCcet during 
the year w’as an Act- for the protection of the A^culturists, viz., the 
•Agriculturists’ Hclief Act, by which it w'ns proposed to settle the private 
debt of the farmers in such a way thatSowcars might recovk the amount 
of principal with a moderate amount of interest. The result of the 
examination of the ihoney-lcndcrs’ aecomit books showed that the total 
nominal ainoimt owing by the cultivators in Lilia according to the 
Sowcars’ books waa jRs. 3,39,702, wliilc the sum actually found due by 
the committee appoint ed under the Act was Es. 1,84,697. The scheme 
of the Act is for the State to advance the sum thus found on hehab of 
the cultivators and the sum finally paid in this way during the year 
came to Es. 1,02,747. Tlic report claims with truth that “ the present 
attempt to effect a total and complete redemption of the whole of the 
agriculturist class and thus enable it to make a fresh start is imiciuc and 
uncommon.” A Village Eancliayat Code was framed and promulgated, 
under which any village fulfilling certain (plialifications -was free to claim 
the grant of a Eancliayat, involving the practical transfer of the w'holc 
village administration to the villagers themselves with the minimum of 
outside interference. The scheme jno\'idcs in the last resort for a very 
large transfer of powers of internal autonomy, and its results in Bhavnagar 
iTill be watched with mtercst even outside the State. The key-note of 
the report before us is thc anxiety of the Darbar to impirove the lot of 
the rural population * 


(5) 

An arliclc a'ppcaring in the ‘ Times of India ’ dated the 14f/i Ajnil 1932. 

Freeing the Ryots from D(d}t; Bhavnagar Scheme. 

Reliee’ MEAStJRB BIakes Progress. 

' In the Times of India of 2nd February, there appears under the 
caption “ Debt Prevention ” a Icaderette^'roviewung the report of the 
•Administration of Bhavmagat State for 1929-30; The article has been 

* Vide Appendix VIII (3). 
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appropriately entitled “Debt Prevention,’’ since therein you draw 
pointed attention to tlie unique ficheme of ivliolesnlc redemption of 
agricultural indebtedness ivliicli is being applied in tbc State. Citing 
figures, you state that the Sowcar's book debt.s amounting to Ps. 3,59,708 
liayc been compounded for a sum of Ps. 1,02,747. Tliese figurc-S relate 
only to tbc cultirators of 12 villagc-s of one Tappa or Peta-3Inha], viz., 
Panchtalavadn under Lilia Mabal. Put since the Peport was UTitten, 
considerable progress 1ms been made in tbc ivork of redemption, and now 
tbc whole of Lilia Jlahal, comprising some 3C lillages, ns nbo Umrala 
JIalial comprising 53 villages have been redeemed and operation.s for 
redeeming another JIahal Gadhada, consisting of 2-5 sdllage-s are also 
nearing completion. 

Debts Pedeemed. 

The total number of registered Ivliatedars, including co-sharers 
in the two rcdccrnc-d iinhal.s, is 5,131, and the annual assessment payable 
by them is Ps. 0,43,5-12. -Vll these cultivators have had all their jirivatc 
debts redeemed under the scheme. The nominal arrears owing by them 
according to the Sowcar's boolcs amounted to Ps. 17,98,78 1. These were 
paid oC and compounded by the State advancing on behalf of the 
indebted cultivators a sum of Rs, 4,02,614. 

These nominal outstandings as shown in the Sowcars’ books, it 
need hardly be said, ate mostly made up of interest, premia, etc., while 
the nucleus of the original debt is seldom very large. Another factor 
that goes to reduce the ultimate amount for which the nominal debt is 
compounded and compromised, is the capacity and solvency of the 
Khedut which, it is notorious, is always very limited. But there is little 
doubt, as remarked elsewhere, that the money-lender on the whole is 
enabled rmder the scheme to recover in cash, and at one stroke far 
more than he could, if left to his own devices, have hoped to collect in a 
number of years from his Khedut customers suffering from chrom'c 
indebtedness. 

Benefit to CDi,Tr\’ATOKS. 

Of course, the benefit to the cultivators is obvious. There is to-day 
not a single suit or execution proceeding pending against any Khedut 
in the Civil Courts of these two ^lahals. Further the economic improve- 
ment brought about in the Kheduts’ condition is reflected in easier and 
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better recoveries. For instance, in Lilia Mabal on a moderate calculation, 
the recoveries this year would bo better by 4 to 6 annas than would have- 
been the case under the old conditions, when the agriculturists were- 
still weighed down by the burden of past debts. So even putting it om 
the low ground of self-interest, the State itself stands to gain enormously 
by the redemption of its peasantry, and the favourable result in recoveries, 
though only an incidental advantage, is by itself, a sufficient justifica- 
tion, if one were needed, for redeeming agricultural indebtedness. 

Saving Interest. 

It may be further added that the cultivators by this measure of 
relief would aimually save in interest charges alone a sum of nearly 
Rupees four lakhs and a half, calculating interest at the rate of 25 per 
cent, which is unfortunately the ordinary rate levied, though cases of 
still more extortionate rates being levied occur only too frequently. 
But even taking the average rate of interest at 25 per cent., the Kheduts, 
it will be obsersmd, have had their outstandings compounded by 
. payments of a sum which is only a little more than the annual interest 
charge to which they were subjected for these arrears. 

Originally only one Committee was appointed for investigating 
accounts and fixing the amount to be paid in composition. But now 
applications are coming in from Sowcars and Kheduts of other Mahals 
of the State to have the benefit of the Debt Redemption Scheme extended 
to them, and this has necessitated the appointment of three more 
Committees, which may have to be further multiplied to cope with the 
increasing demand. 


( 6 ) 

Leading article appearing in tlta ‘ United India and Indian States ; 
dated the lith May 1932. 


Agricultural Indebtedness. 

An Experbient in Bhavnagae. 

In our issue of 13th February 1932 in the course of a review of the 
Bhavnagar Administration Report, we had the pleasure of drawmg 
public attention to the scheme for the redemption of the Agriculturist’s 
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private debts ^Licb was being tried in that State. In tb'e case of 
Bbavnagar, agricultural indebtedness in one way or another has been d 
grave stumbling-block to real agricultural prosperity, a fact to which 
we were frequently drawing attention in our columns. The matter has, 
we believe, been engaging the serious attention of the adniinistration. 
“ Monstrous ” rates of interest were levied in the villages, which it was 
alleged in some specific cases enabled the lenders to obtain “ in one year 
only civil decrees for amounts four to six times as large as the original 
sums advanced.” The result was, in a large number of \-illages there 
persisted a low economic level in the village population, as a consequence 
of which not only was the standard of life low but the State also suffered 
in the way of huge arrears of land revenue, which the Khedut was unable 
to pay. As a consequence of a petition from certain Kheduts and the 
report of the Eevenue Commissioner on the same, the Government 
appointed a Committee of Inquiry ; Diwan Bahadur (then Eao Bahadur) 
Tribhuvandas K. Trivedi being nominated as the Chairman and the 
Cliief Judge, Mr. Bhasker Eao V. Mehta and the Eevenue Commissioner, 
■Mr. B. Is. Gohel, being members of the Committee. The preliminary 
survey of the situation by the Chairman disclosed an alarming state of 
things — oppression and hardship being the chief characteristic of the 
indebtedn^, which was established beyond a doubt. In most villages, 
the Eheduts had not the requisite implements of agriculture, some being 
even without bullocks and dependent upon others for having their land 
ploughed. The cost of cultivation was also rising due to increased lahdut 
charges. ” Indeed ” says the report, “ in several villages, the Ubhads 
(labourers) seemed to fare better than the regular Kheduts, a few 
Ubhads here and there being able to advance moneys to Kheduts from 
their savings.” The alarming conditions revealed in the preliminary 
inquiry indicated the need for a comprehensive investigation embracing 
the whole State. This was ordered and the result was a painstaking 
inquiry and a thorough and comprehensive report constituting 
an authoritative pronouncement on the question of agricultural 
indebtedness in the State. .Action was soon taken. The grave economic 
condition of the peasantry that wasrevealed as a result of the Committee’s 
inquiry was amply home in upon the Council, and Sir Prahhashanker 
Pattani, the President, soon realised that unless grave agrarian 
trouble was to he risked in the near future, it was imperative to take 
immediate remedial measures to restore economic health to the ‘debt- 
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(lej.r(tjs«l anil all Init iueolvttit Klicdui. So v.-Uli a \'icw to nflorf] him 
relief in rcganl to {mst rifurioHs debt!! and }>rotcc(ion agaiiipfc I'ictiriiigation 
in the future, a Klu-dut rrotection -let lias been pasicil. The Act 
prondcs for tlic court going into tlic history and merits of a ease from 
the eomraenfement of flm transactions hetiveen the parties and for 
taking accounts and the Act also provides for the court giving a decree 
in instalments only. Tim ileldor .nlso is entitled to sue for accoimtB 
end for declaration of the amount line by him to the creditor, such a 
suit being exempt from court fees. The Art ro far as it goes is 
Tiiidoubtedlv an ameliorative tui.asure, and it. unusual pro tdsions .‘■com 
to be justifii'il by the .‘=otne\vhat unu.sunl conditions of usmy obtaining 
in the State. Wo have read vrith jiart icular infere.st the very 


comprelu:nsiveandinfonuativt'-mimste]>repHred by the chairman Diann 

Bahadur Tribhuvandas Krdida.c Trivedi and ].ubli.shcd ns Appendix Yll 
to the report, v/ldch contains revtral constructive suggestions to jmt 
down the tricky and tortuous nuHles of rmcouuling adopted b) the 
Sowcars, A.S wo have pointed out the Khedut IVotection Act is an 
ameliorative me.asure to rdievo the agriadturist, a twm more, clearly 
defined in the Bhavnngar Act than in the Pfccan AgricuUurast.s’ Echof 
Act. on which the former Act is primarily modelled. But tins was 
negative help wliicb llie Committee thought wa.s inudcipialc to meet 
the needs of the case. So with tlm Act. the Council .lancrioiml a Debt 
Bwlcmption Sebeme " wbicb would help wipe ofi at one stroke all tlio 
eutstanding debta of tbeKbedut and enable him to write ou a clean slate 
once again.” The principle b that tho Darhat will liquidate the pas 
debts of the Klicduts by advancing loans to each indmdual khedut at 
easy rate.s of interc.sl, if such liquidation is possible am .1 t ic > * 

arc prepared to accept tbe actual principal originally 
at n moderate and equitable rate. A majority of tbe "d 

Sowcars in any Mahal may apply jolnfly to a^ud ^ ^ 

liquidation scheme: upon such application, the ariqr is 
Debt Liquidation Committee con.sisting pi two Darbari ® 

creditors of ibc Mahal arc to have two rcpre.scntarives, >vho will bo 
member-s of the Committee and one or t.wo rcprc.sen fi u 
(o, co.«p..O, 1,- .),c IVM 

lllopBrng to llic village lo "B""! *0 v i • , C , „„ap„akins 
tfikcp in hand. Tlie creditors and debtor-s arc g. _ , ^ 

tp the Committee that its awards shall be binding on . . p.„ ; 
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ainmsnt will 1)C fixc-fl nna .'tilvattroil to tin- k nda, arid tli<' Kliodut wliono 
tlf-kt krw Ix’s'n tlivr- liqnid.itcd Ima lo In'- producn ki tkf Harkari 

Klialftwad afur d'-diittiiS!: Ik'- Kk'-diit’s '•kurf- n{ llu- .*>a!n<-. 'J'li'- 

kalance will Ik- upjiropriatvd tov.ar.k tkc* various payni'-nt,'; duo to fke 
State unclct tko Bl'.acbdai sy?l*in. or a« Tagavi lom^ nn'l ak'> a-; loan 
advanced m'nx tke Ikdwnj'tion lawn S'-k'-nj'-. Tlie fckune kns now 
keen applied to ivo MakaK of tke Siat*-, I’l:., Julia and kinrala. The 
firs! coinpri'es ,'JO villa'o , and latter TA vilbct-s. There were 5,131 
registered Kkat'-dars paying an annual assi cment of Ik- G,-13,552 in 
tkc tno Makah and all tkc-S'- kave taken advantage of tke liquidation 
Fckcmo. Tlic nominal nrre.ir.s oning by them arcording to tkc SoucarA' 
books nmouiited to Us. 17.f»-',75'.>,tki5 b< ing made up of interest, premia, 
etc. The same v.v.s ]niil off and compound'-d by the State ndvaitting 
on helnlf of the indebted cultivators a sum of U*. t.iVl.liU. At the 
Mme time, it i« not correct to svy that the dhetne i« a Imrden oji the 
money-kud'-r class, kecausc under it “ tk'- inoney-lendor on tkc vriiolc 
is enabled under tke t-ckeme to n-eover in cask and at ones-trokefarmom 
than he could, if left to his own ueviocs, liave hoped to collect in fl 
numher of years from his Khedut eiis-torners .sntlering from chronic 
indobtedticse.*’ Tlie result on the whole ln« been to b'-nefit the Khedut 
considorahly in the tno Jfahais, there beinc not a single or execution 
petition pending against any Khedut in the civil conrt.s. The State 
also gains, because tie- method of redemption employed helps the In-ttcr 
recover)' of revenue. Tu Lilia Mahal, we are told that during tkc current 
year tlio recoveries tills year svould he better by -1 to G annas than svmild 
have been tkc case umh-r the old conditions, eo that tke favountble 
result in recoveries tliougk only an incidental ndv-antage is by itself a 
sufficient justification, if one were needed, for redeeming agricultural 
indebtedncs.s. Jt is calrulated that tkc cultivators will pave, in interest 
charges alone, a sum of nearly Us. -1^ Inkk.? calculating tke 
interest at 25 per cent. JVe are informed that the scliome is popular and 
requests for liquidation are coming in from other ^fnlinls ako. Originally 
on!) one Committee was appointed for tkc investigation of accounts, and 
fijring of the amounts to be paid in composition. On account of the 
demand from other Ufahals, three more Committees have been appointed 
and more may become necessari*, with the increased demand from all 
the Mahals. AVe are sure that our readers will liave read this account 
of the heroic attempt by the Bhavnagar Darbar to get rid of agricultural 
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indebtedness by one stroke of tbc pen witli instruction and interest, 
because the problem of the heavy indebtedness of the Agriculturist 
classes is a phenomenon not confined to Bhavnagar alone. It is a fairly 
common enough condition and the various palliative measures, proposed 
or in part adopted have been only too partially successful. The present 
attempt in Bha^^lagar is on a large scale, because the attempt is not mg 
less than to effect a total and complete redemption of the whole o the 
agriculturist class and thus enable it to make a fresli start mvolvmg 
tee advance of a verj^ large sum from the State at some risk. The risk 
is worth talcing if we consider the lofty aim that inspires it. Another 
aim kept in view at the same time is the reconstruction of 
basis of the village, which was the old village community ^ ^ 
purpose Ponclrayats are to be giveu to tbo villages 
Ld apply for tbe some. This mcoos the ptactiral tiaaslet ol the whole 

,ill,gr.dministration to the villager therasclves with ‘1^ — “ “ 

ouls de inlcrierencc. The Panchapt is given tte 

pea.ia.te porsora. of its own choiee for the y-llage oO es of Talat 

llohhi, Patel, Ohowlddars. ete. In couaro of t.me when 

prepared and the donmna is made, troedonr is to e gisen^ ,„ppue 

witL limits to determine its ewn method and ““ 

collectien. The VUIage Pancliayat can also „ 

lerfeitipg land and auctioning a 

resen'e from the savings remammg a P' J villages. It can 

resewe will he useful for the common p^ioscs o exercise 

hnance the agrieultmal needs of the ^etats and wrll »ho 
a.u.deip.1 powers. The Cormoil Eesolut.on ^ 6 

estabhshment of Village ^ for the 

consider that Bhavnagar deserves our result of the 

bold bid, she has made for rural reconstrac ’ x^etic interest by 
' State scheme in tWs regard will be watched wi interested 

ivell-wishers of the State in particular and generally by 
In agricultural reconstruction tbrougbout India. 
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( 7 ) 

L^mlmltr nppraring in the ‘ Tvues of Indutf doted thf' 23r(J J tine 1032. 

-VGr.icrLTCP..\ii Debt Ri-DEMr-nox. 

Xo Ktale in India lins done more to ligliten tlic burden of debt of its 
cultivator^ than Blia\Tngar. Even ivbcn ITis Iligline^s the Malmraja 
of Bba\-na";\r avas a minor, he dc-^ire*! that the bunlen of Ills eultivatom’ 
debt should be lightened as much as po'-sible and that this should bo 
done before he .ascended the Gadi, That n.is the reason vhich prompted 
the Darb.ar to pa‘-s orders to VTife off about Rs. 20 lakks of .arrears of 
revenue in 1020. At the same time, .an inquir}' into agricultural 
indebt edncis to money-lendeis aias orderwl and arrangements vrerc 
made to ensure that, nhile relief rvas given to the banner' against illegal 
and usurious cvactions, the legitimate dues mere paid to the Fowcar. 
The inquirt' tvas thorough and it was dhco\ered that the rate of interest 
charged h}* money-lenders avemged betucen IS to 2o per cent, and that 
advantage was further taken of the ignonmee and helplessness of the 
fanners by falsification of accounts. The grave economic condition of 
the peasantry rcvc,alcd as a result of the Committee's enquiry prompted 
Sir Prabhasbanlccr Pattani, President of tbe Council, to adopt urgent 
remedial measures to restore economic health to the debt-depressed 
farmer and thus to avoid agrarian trouble. "With a view to afTonl relief 
in regard to past usurious transactions and protection against victimisa- 
tion in the future, the State p.os-sed a Protection Act, the working of 
which should arrest the attention of the wliolc of India. 

Tliis Act has been largely modelled on the Deccan Agriculturists’ 
Relief Act, with modifications to meet local conditions. Sir Prahha- 
shanker was quick to note that, even after the great relief afforded to 
the cultivators from the Darhar and private indebtedness, the same 
conditions might recur unless the cultivators learnt economy and unless 
a scheme was devised, which might enable the fanqers to meet their 
liabilities without incurring further debt. IVith this end in -view it was 
resolved to establish Tillage Panchayats, which approach fnU 
self-government of villages. The State has thus not only embarked on a 
debt redemption scheme, hut all practical measures have been adopted 
for the prevention of debt in the future. In reviewing the recent 
administration report, wepointed out that Sowcar’s book debts amounting 
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io Es, - 3 , 59 , 70 ^ had been compromised for . Es. 1,02,747. Tniose; 
figures appbed to cultivators of 12 villages only. One more Mahal of 
36. villages, has now been redeemed for Ks, 2,61,427 against indebtedness, 
amo.imting tq Es. 9,95,463. Thus cultivators of Bhavnagar, who were 
sufieringfrom chropic indebtedness will by this measure of relief annually 
sqv.e nearly Es. . 2,5Q,000. The Conimittee is now engaged in taking 
figures of other big Mahals, and the result of their efforts deser.fes to be 
watched with syrqpathetic attention. 


(S) 

, Exlracl from tlio Prmdenlxal Address hj Sir. QJimihl F. Meldu, 
K.O.S.L, M.A., LL.B,, J.P., to the Seventeenth Bombay Provincial Gor 
operative Conference, September 1932. 

, H: ' +■ * 

To quote the Indian Central Banking Committee, the problem (of 
debt redemption) is one “ of supreme importance from the point of the 
economic prosperity of the country as well as for the purpose of stemming 
the growth of ^scontent among a large section of the population.” As 
the Eoyal Commission on Agriculture pointed out the worst policy 
towards debt is to ignore it and do nothing. The Central Banking 
Inquiry Committee have themselves suggested directions along 'which' 
constructive effort can proceed ; and much valuable work on these lines 
has been conducted in the Central Provinces, in the Punjab, in Bihar 
and Orissa and only very lately, in our near neighbourhood, in the 
State of Bha-vnagar in Kathiawad.” 

■ ■ ; (9). ' , ■ • • : 

Leading article appearing in the ‘ United India and Indian States, ■ 
dated the \Wi NoveJnber 1932, ' ’ 

Agricultdeal Indebtedness IN Bha'vnagar. 

. , "We hqd occasion sometime ago to commeiit in these .columnsf on 

HSlsewqrthy effort taken in thq Bhavnagar S|ate to get rid of the^ 
depiqn'.qf agricultural 'indebtedness ip the' State. Bhaimagar was. a 
|>articulai^ .bad sufferer from this kind of indebtedness ; the result ■was 
r^flget^d in . the . neverrdor'well condition of .'jihe a^icplturisj; as an 
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individual. The State suffered, because it did not get its revenue 
promptly or punctually and huge arrears of land revenue, vras, as vre had 
occasion to notice in. our reviews of the administration report of the 
State, a permanent characteristic. Agriculture suffered, because after 
all the human factor cannot bo regarded as negligible and you cannot 
expect much from the labour or enthusiasm of an agriculturist round 
whose neck hang the huge mill-stone of debt represented 1^ his dues to 
the Sowcar on account of loans and to the State as arrears of land revenue. 
The administration of the State on the initiative of that sage statesman 
Sir Prabhashanker Pattani tried its best to give the agriculturist a new 
lease of free life by remitting arrears of land revenue from time to time 
and giving other facilities ; but this policy by itself did not succeed, 
because as the State receded, the Sowcar made bis inches into ells — so 
that the indebtedness remained and the sacrifice by the State of its 
revenue did not benefit the agriculturist, for whose benefit it was 
intended. This led to the constitution of a Committee of i^erienced 
officers to make a departmental inquirv' into Agricultural indebtedness. 
We have already had occasion to refer to the action taken by the 
Bhavnagar Administration on that Eeport. So far the State had 
redeemed five Tappas or Peta-ilahals paying the annual assessment 
of Bs. 4,S6,6oS. The total nominal debt of the Khednts as in February 
of this year amounted to Es. 14,19,378 which has been compounded by 
paying a total sum of Es. 3,67,991. To appreciate this statement, we 
have to bear in mind that the nucleus of the original debt was in reality 
a very small amount, and the swelling of this figure into more than four 
times the original principal sum borrowed was due to “ addition by way 
of interest, premia and numerous other charges, which the Sowcar’s 
ingenuity sharpened by greed is so fertile in inventing.” There is thus 
no question of confiscation or of robbing Peter to pay PauL It is 
obvious that the agriculturist is benefited by the process. It is also 
true the Sowcar also benefits because under the Scheme he is enabled 
to recover in cash and at one stroke far more than he could, if left to his 
own devices, have hoped to collect in a number of years from his Khedut 
customers suffering from chronic indebtedness. "With any further 
grievance of the Sowcar in this connection, any temptation at sympathy 
is considerably mitigated by the consideration that an interest of 25 
per cent, is the prevailing rate in the State, while rates of double and 
treble this rate are not uncommon. In the circumstances a heroic 
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remedy was called for and we tMnk on tlie whole the arrangement now 
adopted by the State can be defended on principles of equity and good 
conscience as well as of sound administrative policy. In a letter sent by 
Sic Prabhashanker Pattani to an inquirer regarding the Scheme from 
•the United Provinces— Mr. V. K Mehta, I.C.S., the then Secretary to 
the Govenunent of the Province and now member of the UnshTTn'r 
Government — Sic Piabhashanlcer Pattani well says : — 

“ Arguments by analogy are often misleading, but as you know 
it has come to, be increasingly recognised that if the world is to be 
cured of the universal economic malaise which has overtaken it 
and a fresh start made possible, it can only be done by first remov- 
ing the intolerable burden of reparations and war debts. In a 
smaller way this also applies in the case of a poor, debt-depressed 
and aU but insolvent class like the Indian Khedut.” 

In Bha-vnagar, a good beginning has been made in what after all 
is an All-India problem. Speaking at the Calcutta University Institute 
the other day, the President of the Bengal Chamber of Commerce, hfr. 
Nalini Eanjan Sirkar emphasised the importance of public attention 
being directed to a concrete attempt at the wholesale redemption of the 
indebted Khedut class. The efforts now made in Bhavnagar to this 
end must, therefore, deserve the serious consideration of all ofiScial and 
non-official persons in 'this country interested in the revival of Indian 
agricult'ural prosperity. We are glad that serious-minded people in 
other parts of India are showing interest in the Bhavnagar solution of a 
vexed but common problem, as the letter of the Secretary, Government, 
United Provinces, to Sir Prabhashanker Pattani, well illustrates. Mr. 
Mehta, I.C.S., in his letter to Sir Prabhashanker queries— once you wipe 
out indebtedness in this way, what is there to prevent the flood of in- 
debtednes rolling back on the Khedut 1 We require, he says, some 
kmd of dyke to prevent this ; otherwise it ■will be love’s labour lost, a 
Idnd of Seisypliean waste of effort. The reply of Sir Prabhashanker 
Pattani to this obvious criticism is published in a pamphlet along with a 
number of papers coimected "with the Debt Redemption Scheme and the 
Gramya Panchayat Scheme, to which it would be well if public attention 
is directed in other parts of India not tree from this particular malady. 
The Gramya Panchayat Scheme is the natural complement of the 
Redemption Scheme. It would not be statesmanship to allow agncul- 
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tuial indfilitediiess to grow xmclieclced till the agriculturist becaiue a 
freej enlightened, economic, human unit. It is a vicious circle, reallj, 
and a beginning has to be made somewhere in the reform of the 
conditions, under which the agriculturist lives, moves and has his being. 
But the problem is only half solved if we have given relief to the agri- 
culturist from his immediate troubles. That is no protection to him 
against a recurrence of what has become a chronic malady. How to 
get over this ? Or is the malady incurable ? If it were the last, one 
may wonder whether the end really justifies the means in the particular 
solution, of the problem adopted bj" Bhavnagar. "We, however, shall 
never correctly appreciate the Debt Eedemption Scheme in Bhavnagar, 
if we do not regard it as only a partial solution ; its complete success 
depends on the success of the Gramya Panchayat scheme and the other 
measurers of uplift of the Khedut, which the State had adopted con- 
sistently with its policy of uplift of the agriculturist. This last, however, 
will take time. “ The full development of such a Panchayat,” says 
Sir Prabhashanker in his letter to Mr. Mehta, referring to the Gramya 
(Tillage) Panchayats, “ must in the very nature of things be a very slow 
process. Meanwhile we must remain content with such palliatives as 
may be provided by the advance on a liberal scale of State Tagavi and 
the extension of the Co-operative Credit Societi^. These two between 
them will finance all reasonable agricultural needs of the Khedut an^ 
make him independent.” The result of the experiment in Bhavnagar 
has been already such as to encourage hopes. One immediate good 
result has been better and easier recoveries of the land revenue in the 
five Tappas redeemed. "IVe hope that efiorts wfil be made to follow the 
advantage thus secured with the Constitution of Village Panchayats 
in this area. Under the Village Panchayat code, any vfilpge fulfilling 
certain qualifications is free to claim the grant of a Panchayat involving 
the practical transfer of the whole village administration to the villagers 
themselves with the minimum of outside interference. Another 
measure, which will stabilise the scheme of village uplift thus started, 
the organisation of the Co-operative Movement in the State. It will 
generaUj be agreed that in the past the progress pf jhe movement has 
been arrested by the unhply competition of the Sowcar, which let us 
hope, has once for aU disappeared in Bhavnagar. A third aspect of the 
attack on agricultural indebtedness— -not the least important, by any 
means— is through an increase in popular enlightenment dupto education. 
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Tie average farmer in India may be a fatalist in most things even to an 
unbealtby extent • bat be bas comnion sense and jpatience, babits of 
industry and thrift of rare degree : rvitb a little more educationi be should 
be an admirable specimen of agriculturist equal to Ins compeer in any 
part of the world. We wish the Bbavnagar experiment every success, 
and hope that it will have iniitators among other Indian administrations. 


(10) 

Extractfrom the leading article in the ‘Unitedindia and Indian States’ 
dated the 2Qth November 1932, revietcing the Administration Report of the 
State for the year 1930-31, 

Bhavnagar in 1930-1931. 

’Y' 

“ We recently dealt in detail in these columns with the Debt 
Eedemption Scheme, a comprehensive Scheme of relief of agricultura. 
indebtedness unique in this country which wiU be watched with in- 
terest in India, as the evil, which the Scheme was designed to cure, is not 
confined to Bhavnagar' alone. The fact that even Sowcars are praying 
for the application of the scheme shows that it is not one-sided and is 
to the interest of the lender. Another progressive measure which de^ 
serves mention is the scheme of rural reconstruction, which is intended 
by the Village Panchayat Code. The adoption of measures to relieve 
a^icultural indebtedness would have been merely a temporary pallia- 
tive unless the improvement effected by it, was made permanent by 
wUagers taking over the management of their own affairs ■ and being 
made ■’’esponsible for the development of the economic welfare of the 
ryots. 

^ 

11 

Extractfrom the Times of India Annual, 1933. 

Bhavnagar. 

. ^ ^ 

' “ Though the present Maharaja has inherited a rich State and an 

administration that has acquired an all-India reputation under the 
guidance of that veteran, Sir Prabhashanker Pattani, his task cannot 
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be said to bo cas}' owing to most difficult times, which the whole of 
India has now to meet. But he has entered upon a life of responsibilities, 
of which he is not only conscious, hut by reason of his training and natural 
intelligence, he is capable of shouldering those responsibilities in a manner 
which has added to the prosperity and contentment of his people and 
enhanced their traditional devotion towards him. Ho regards the 
agricxdtirral population ns the bach-bone of the prosperity of the State 
and his first act has been to confer a real boon on them by allowing them 
the right of selling and transferring their property to agriculturists only. 
His Higlmcss is paying particular attention to a scheme for settling the 
debts of farmers in such a way that money-lenders might recover the 
principal with a moderate ammmt of interest. Tliis Scheme was devised 
as a complement to an Agriculturist’s Belief Act and has been tested in a 
wfv}' which should compel attention all over the country. Jlcrchants 
and agriculturists in certain areas in the State express their willingness 
for their accoimts to be settled and a Committee of Officers and representa- 
tives of money-lenders was appointed for the purpose. It was fmmd the 
amoimt owing, according to money-lenders’ books, was Bs. 3,59,702 and 
the sum found actually due according to certain prescribed rules was 
Es. 1,84,007, a sum which was eventually reduced to Es. 1,02,747. 
This attempt to effect a complete redemption of the whole of the agricul 
turist class and thus to enable it to make a fresh start is unique. “ No 
doubt this will necessitate the advance of a very large sum and some 
risk is also inevitable under the circumstances ; but considering the 
loft)' and benevolent aims which have motived this attempt, the risk 
involved is not excessive and certainly worth taking. 

“ Another notable reform that has been introduced in Bhavnagar 
is the grant of local panchayat to villages.” 



